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“A southerly wind and a cloudy sky 
Proclaim a hunting morning; 
Before the sun rises we nimbly fly, 

Dull sleep and a downy bed scorning.” 
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REHABILITATION 


ODAY scarcely a word ‘in the 

English language is in greater 

use among business people than 
is the word Rehabilitation. With the 
war in Europe developed to a point 
where the country looks for an early 
return of its fighting forces and has 
already experienced the home-coming 
of many casualties, there has devel- 
oped a great country-wide but per- 
fectly natural interest in the problem 
presented by the cases of men who 
went away only a few short months 
ago to fight for the preservation of 
democratic principles and now return 
halt, blind and maimed to face a new 
existence under physical handicaps 
with which they must cope to the end 
of their days. National, State and 
local organizations, many of long 
standing with enviable records of ac- 
complishment in the fields of their 
particular interests and others cre- 
ated as a result of the war, are con- 
cerning themselves with the obvious 
obligation of the nation to meet and 
solve the problem of the handicapped 
veteran. 

Many of the organizations now in 
the field have devoted years to the 
work of rehabilitating those who have 
become by reason of some physical 
impairment a problem to themselves 
and sometimes to society. That the 
accomplishment of those organiza- 
tions giving special consideration to 
the blind or the crippled is appreci- 
ated by the general public is an under 
statement even in face of the difficul- 
ties experienced by such organiza- 
tions in securing adequate financial 
support. These organizations have 
demonstrated that as a practical mat- 
ter the physically handicapped can be 
made productively — self-supporting 
and useful members of society. 

In solving the problem of the re- 
turning handicapped veteran, indus- 
try must and will play an important 
part. A large percentage of those 
composing the armed forces were 
taken from industry and it is to in- 
dustry that they expect to return up- 
on their discharge from military duty. 
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A deplorably large number will re- 
turn with some physical handicap. If 
industry is to meet its obligation and 
thus live up to public expectation, 
these men must be welcomed back 
without reservation and promptly 
placed in positions under conditions 
designed to rehabilitate them physi- 
cally and mentally and enable them to 
earn at least as much as they were 
capable of earning when they re- 
ported for military induction. Indus- 
try can do this if it has the will to 
do and receives the cooperation of all 
agencies to which it is reasonably en- 
titled to look for such help. Chief 
among these are the insurance com- 
panies which have, for a premium, 
assumed the legal liability of the em- 
ployer under workmen’s compensa- 
tion. 

There is frequently circulated the 
story that employers are reluctant to 
take into their service physically 
handicapped persons because it is 
contrary to the desires and advice of 
their insurance carriers who will meet 
such action with an increase in in- 
surance rates. That is, of course, 
not true, and it is to the credit to 
the mutual casualty insurance com- 
panies that they have met the issue 
by the publication of a pamphlet, di- 
rected to their policyholders, urging 
the employment of returning handi- 
capped veterans and outlining a plan 
by which they may be employed pro- 
ductively and safely and without ad- 
ded insurance cost. The cordial re- 
ception of the pamphlet has exceeded 
all expectations and indicates a sin- 
cere and what we believe will be a 
lasting desire to welcome these men 
upon their return by promptly plac- 
ing them in positions which will en- 
able them to resume their former 
places in society. A reading of the 
pamphlet will convince any fair- 
minded person that here is a group 
cf insurance companies genuinely in- 
terested in seeing the handicapped 
veterans promptly reabsorbed by in- 
dustry and willing to do something 
about it. 
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Constitutional Aspects of State Regulation 


of Insurance 


A brief review of some of the constitutional limitations upon state regulation 


HE decision in U. S. v. South- 

Eastern Underwriters Associa- 

tion that insurance is interstate 
commerce poses a question as to the 
extent to which the insurance busi- 
ness can be regulated by the states. 
This memorandum is not concerned 
with the respective social and practi- 
cal merits of state versus federal reg- 
ulation, but solely with the constitu- 
tional limitations, upon state regula- 
tion, which are involved. Unques- 
tionably the powers of the state and 
federal governments overlap to a con- 
siderable extent in this field. And 
there is little question in the light of 
recent decisions as to the power of 
the federal government, if it chooses, 
to pre-empt most of the field. The 
more difficult question, which alone 1s 
considered here, is the extent to 
which the states may constitutionally 
go in regulating the business, in the 
absence of congressional pre-emption 
of the field. A comparison of the 
opinions of Mr. Justice Black and 
Mr. Chief Justice Stone in the South- 
Eastern Underwriters Association 
case clearly shows the impossibility 
of delineating exactly the extent of 
state power. The only aim of this 
memorandum is to determine as far 
as possible, on the strength of what- 
ever broad outlines can be drawn, 
whether the states have sufficient con- 
stitutional power to make feasible a 
general program based on state rather 
than federal regulation. 


As to several important functions 
of state regulation as it has been con- 
ducted there would seem to be little 
or no doubt as to the adequacy of 
state power. There is, however, an 
area of difficulty and doubt and we 
are here concerned with the principles 
which may serve to solve those prob- 
lems which fall within such area. 

Because of the different principles 
which have been applied by the court 
in dealing with state taxing powers, 
no attempt is made here to solve that 
problem directly.* 


*A single illustration will suffice to show the 
impossibility of predicting the court’s future po- 
sition with respect to state taxes. In Northwest 
Airlines Co., v. Minnesota, 88 L. Ed. 956, decided 
May 15, 1944, a 5-4 decision upheld a state prop- 
erty tax on airplanes, four separate and widely 
divergent opinions being expressed by the Justices. 
s a direct result of this decision Congress passed 
PL 416 (approved July 3, 1944) setting up a 
committee to study the problem of multiple state 
taxation of airlines and report back with a solu- 
tion. The analogy to the problem of insurance 
taxation is not unduly remote. 


In his majority opinion Mr. Jus- 
tice Black states that: 


“Another reason advanced to support the 
result of the cases which follow Paul v. 
Virginia has been that, if any aspects of the 
business of insurance be treated as inter- 
state commerce, ‘then all control over it is 
taken from the States and the legislative 
regulations which this Court has hereto- 
fore sustained must be declared invalid.’ 
Accepted without qualification, that broad 
statement is inconsistent with many deci- 
sions of this Court. It is settled that, for 
Constitutional purposes, certain activities of 
a business may be intrastate and therefore 
subject to state control, while other ac- 
tivities of the same business may be inter- 
state and therefore subject to federal regu- 
lation. And there is a wide range of busi- 
ness and other activities which, though sub- 
ject to federal regulation, are so intimately 
related to local welfare that, in the ab- 
sence of Congressional action, they may be 
regulated or taxed by the states. In mark- 
ing out these activities the primary test ap- 
plied by the Court is not the mechanical one 
of whether the particular activity affected 
by the state regulation is part of interstate 
commerce, but rather whether, in each case, 
the competing demands of the state and na- 
tional interests involved can be accommo- 
dated. And the fact that particular phases 
of an interstate business or activity have 
long been regulated or taxed by states = 
been recognized as a strong reason why, 
the continued absence of conflicting fe 
gressional action, the state regulatory and 
tax laws should be declared valid.” (88 
L. Ed. 1082, 1091, 1092.) 


On the other hand, Mr. Chief Jus- 
tice Stone in dissenting, expressed 
the opinion that: 


3ut the immediate and only practical 
effect of the decision now rendered is to 
withdraw from the states, in large mea- 
sure, the regulation of insurance and to 
confer it on the national government, which 
has adopted no legislative policy and 
evolved no scheme of regulation with re- 
spect to the buiness of insurance. . . . Cer- 
tainly there cannot but be serious doubt 
as to the validity of state taxes which may 
now be thought to discriminate against the 
interstate commerce, cf. Philadelphia Fire 
Association v. New York, 119 U.S. 110; 
or the extent to which conditions may be 
imposed on the right of insurance compan- 
ies to do business within a state; or in gen- 
eral the extent to which the state may reg- 
ulate whatever aspects of the business are 
now for the first time to be regarded as 
interstate commerce. While this Court 
no longer adheres to the inflexible rule that 
a state cannot in some measure regulate 
interstate commerce, the application of the 
test presently applied requires ‘a considera- 
tion of all the relevant facts and circum- 
stances’ in order to determine whether the 
matter is an appropriate one for local reg- 
ulation and whether the regulation does not 


unduly burden interstate commerce, Parker 


v. Brown, 317 U.S. 341, 362—a determina- 
tion which can only be made upon a case- 


to-case basis. Only time and costly ex- 
perience can give the answer.” (88 L. Ed. 
at 1109, 1110.) 

These two statements are indica- 
tive of the complexity of the subject, 
the differences of opinion concerning 
it among the present members of the 
court, and the changing attitude of 
the court as a whole towards the ba- 
sis of solution. At the same time the 
problem is further complicated by the 
unique nature of insurance, to which 
cases involving ordinary commerce 
it tangible goods may well not be 
analogous. While, as will be indi- 
cated below, a distinction must be 
made between cases of state taxation 
and of state regulation, the following 
comment by Mr. Justice Douglas is 
equally pertinent to both problems: 

“Prohibited discriminatory burdens on 
interstate commerce are not to be deter- 
mined by abstraction. Particular facts of 
specific cases determine whether a given 
tax prohibitively discriminates against in- 
terstate commerce. Hence a review of 
prior adjudications based on widely dis- 
parate facts, howsoever embedded in gen- 
eral propositions, does not facilitate an an- 
swer to the present problem.” 


Nelson v. Sears Roebuck, 312 U.S. 359, 
366 (1941). 

See Brandeis, J., dissenting, in Di Santo 
v. Pennsylvania, 273 U.S. 34, 42 (1926). 

As pointed out by Mr. Justice 
Stone (supra) there are two major 
fields in which the state’s power is 
10W in question: imposition of con- 
ditions for doing business in the 
state, and regulation of the business. 
Both involve in the first instance an 
adjustment between the power given 
by the “Commerce Clause” to Con- 
gress “... to regulate commerce... 
among the several states...” (U.S. 
Constitution Art I, Sec. 8(3) and 
the provision of the Tenth Amend- 
ment to the Constitution that “The 
powers not delegated to the United 
States by the Constitution, nor pro- 
hibited by it to the States, are re- 
served to the States respectively, or 
to the people.” 


Any state law regulating the insur- 
ance business must therefore pass 
two constitutional tests: (1) it must 
not unduly obstruct the free flow of 
interstate commerce otherwise it will 
be invalid as an exercise of the 
power, “delegated to the United 
States by the Constitution” “to regu- 
late commerce . . . among the several 
states; and (2) it must not fall 


within any of the specific constitu- 
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tional prohibitions limiting state ac- 
tion, such as the “Due Process 
Clause,” (Fourteenth Amendment) 
the prohibition in Article 1 section 10 
against impairment of contracts, and 
others. For the purposes of this 
memorandum it is only necessary to 
consider the first test. If within its 
limits a program of primarily state 
regulation can be upheld, then the 
adaption of that program to the other 
constitutional limitations should not 
involve undue difficulty. 


Historically, two lines of thought 
can be traced back through the de- 
cisions. On the one hand are cases 
in which the court has held, and more 
often stated by way of dictum, that 
“a state statute which by its neces- 
sary operation directly interferes 
with or burdens interstate commerce 
is a prohibited regulation and invalid” 
under the commerce clause, regard- 
less of whether or not Congress has 
entered the field. Di Santo v. Penn- 
sylvania, supra at p. 37. See Crut- 
cher v. Kentucky, 141 U.S. 47, 
(1891), International Text-Book Co. 
v. Pigg, 217 U.S. 91 (1910), Dahnke- 
Walker Co. v. Bondurant, 257 U.S. 


282 (1921), Shafer v. Farmers’ 
Grain Co., 268 U.S. 189 (1925), 
Currin v. Wallace, 306 U.S. 1 


(1939). 


On the other hand are cases based 
on the principle “there are matters of 
local concern, the regulation af which 
unavoidably involves some regulation 
of interstate commerce, but which be- 
cause of their local character and 
their number and diversity may never 
be adequately dealt with by Congress. 
Because of their local character, also, 
there is wide scope for local regula- 
tion without impairing the uniformity 
of control of the national commerce 
in matters of national concern and 
without materially obstructing the 
free flow of commerce which were 
the principal objects sought to be se- 
cured by the Commerce Clause. Not- 
withstanding the Commerce Clause, 
such regulation in the absence of 
Congressional action, has, for the 
most part, been left to the states by 
the decisions of this Court. subject 
only to other applicable constitution- 
al restrains.” California v. Thomp- 
son, 313 U.S. 109 at 113 (1941). See 
Cooley v. Board of Port Wardens, 
12 How. 299, (1851), Minnesota Rate 
Cases, 230 U.S. 352 (1913), Hall v. 
Geiger-Jones, 242 U.S. 539 (1916), 
Hartford Accident & Indemnity Co. 
z. Illinois, 298 U.S. 155 (1936), 
Bourjois v. Chapman, 301 U.S. 183 
(1937), Townsend v. Yeomans, 301- 
441 (1937), Milk Control Board v. 
Eisenberg, 306-346 (1942). 
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In this dignified atmosphere will be determined the constitutional questions 
of state regulation 


Subject to the change in the court’s 
approach to the problem, the follow- 
ing cases illustrate roughly the lim- 
its which have been set. 

A. Unconstitutional Burdens on 
Interstate Commerce 

(1) Where a foreign corporation is 
transacting entirely interstate busi- 
ness, and in the absence of any vital 
considerations of local health or safe- 
ty (see infra) a state law may not im- 
pose conditions which the corporation 
must meet before it may operate in 
the state. Crutcher v. Kentucky su- 
pra, International Text-Book Co. v. 
Pigg, supra, Buck Stove & Range 
Co. v. Vickers, 226 U.S. 205 (1912), 
Sioux Remedy Corp. v. Cope, 235 
U.S. 197 (1914), Dahnke-Walker 
Co. v. Bondurant, supra, Furst v. 
Brewster, 282 U.S. 493 (1931). Nor 
may it impose such conditions on do- 
mestic corporations as a prerequisite 
to their transacting interstate com- 
merce. Lemke v. Farmers’ Grain 
Co., 258 U.S. 50 (1922), Shafer v. 
Farmers’ Grain Co., supra, Currin v. 
Wallace, supra. 

Accepted without qualification, the 
broad generalizations made in these 
cases would seem to raise a barrier 
to a large amount of the regulation 
which states have imposed on insur- 
ance companies. The court. still 
quotes from them with approval, 
even in the most recent cases. How- 
ever, a study of recent cases indicates 
clearly that they have in fact been 
qualified to a marked extent. For 
example: In Di Santo v. Pennsyl- 
vania, (supra) (decided in 1926) a 


majority of the court held unconsti- 
tutional a state law requiring licenses 
to sell tickets on order for transpor- 
tation to and from foreign countries. 
Primary reliance was placed on Shaf- 
er v. Farmers’ Grain Co., (supra). 
Justices Holmes, Brandeis and Stone 
handed down exhaustive dissents, the 
latter saying that: 

“It seems clear that those interferences 
not deemed forbidden are to be sustained, 
not because the effect on commerce is nom- 
inally indirect, but because a consideration 
of all the facts and circumstances, such as 
the nature of the regulation, its function, 
the character of the business involved and 
the actual effect on the flow of commerce, 
lead to the conclusion that the regulation 
concerns interests peculiarly local and does 
not infringe the national interest in main- 
taining the freedom of commerce across 
states lines.” 273 U.S. 34, 44. 

This statement has become a clas- 
sic (see Parker u Brown, 317 U.S. 
341, 362 (1943)) and following its 
line of reasoning, Mr. Justice Stone, 
fourteen years later, for a unanimous 
court, upheld the validity of a state 
law regulating agents selling trans- 
portation (much of which was inter- 
state) on state highways. California 
v. Thompson, 313 U.S. 109 (1940). 
While to be sure the burden here did 
not fall as exclusively on a forbidden 
subject as in the Di Santo case, that 
factor was not relied upon, and the 
Di Santo case was held to be no long- 
er binding to the extent that it was 
inconsistent with the Thompson case. 

One other illustration is even more 
striking. In Nelson v. Sears Roe- 
buck, 312 U.S. 359 (1941) a 6-2 ma- 
jority of the court through Mr. Jus- 

(Continued on page 22) 
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Post War Horizons 


*By RALPH S. DAMON 


Vice-PRESIDENT AND GENERAL MANAGER, 
AMERICAN ArR Lines, INc. 

INCE I am neither a lawyer nor 

an insurance man, I shall have 

to talk with you regarding the 
future of air transportation strictly 
as a layman in your professional 
fields and as an operating man en- 
deavoring to produce for the good of 
mankind the greatest utility in trans- 
portation which the world has ever 
seen. Our whole civilization is based 
upon transportation, and the progress 
in our civilization has been paved by 
the progress in transportation. We 
are now on the threshold of a new era 
in long-range air transport. It is of 
this and particularly of its interna- 
tional aspects which I should like to 
speak. But before we look at the fu- 
ture, let us briefly review the past. 


It is only 41 years since the great 
scientist Simon Newcomb in 1903 an- 
nounced pontifically that nothing me- 
chanical could fly and in that same 
year the Wright Brothers flew. To- 
day the B-29 gets off with a load of 
over 100,000 pounds. It was a poet 
and a dreamer, not a scientist, who 
foresaw the “heavens filled with com- 
merce.” Since he had nothing to do 
with the drafting table or hguring 
costs, he could afford to make such 
a prediction. The interesting thing 
about it is that the poet was right, as 
GI Joe in any theater of war can tell 
you. As one boy wrote back from 
New Guinea. “Probably the most 
air-minded person in the world today 
is the American soldier. The enemy’s 
fighters and bombers not only press 
home the point, but his own Air 
Corps planes (God bless ’em) protect 
him, feed him, bring in supplies and 
ammunition and carry him home if 
he is wounded.” The invasion of 
France itself was spearheaded by un- 
armed transport planes. 


Sut the average GI Joe of the First 
World War had no such vision, for 
the airplane in the last war was used 
largely for reconnaissance and, if 
there was any shooting to be done, it 
was pretty much a hand-to-hand dog- 
fight in the air. By the end of the 
war only seven hundred American 
planes had even got within firing dis- 
tance of any war theater. Air power 
was so little even an influencing fac- 
tor in World War I that the Encyclo- 
pedia Brittanica merely mentions it 
in passing. 

*Before the Aviation Insurance Committee 
Round Table, Chicago, September 12, 1944. 


Nonetheless, there were men with 
vision who foresaw the significance 
of the airplane as a mode of transpor- 
tation and at the Paris Convention in 
1919 certain principles were estab- 
lished by the Allies, including the 
United States, which were later re- 
affirmed at the Havana Convention in 
1928 for the Western Hemisphere. 
By 1922 sufficient states had ratified 
the Paris Convention so that the early 
air transport companies which were 
then operating, notably between [on- 
don and Paris, did so in conformance 
with its provisions. The most impor- 
tant of these provisions were: 

1. The recognition of the sovereignty 
of a nation over its own air space. 

2. The right of innocent passage of 
commercial aircraft of signatory 
members over the territory of all. 
This principle has been generally 
accepted, in part at least, but only 
by treaties between the countries 
involved. 

3. The right of any nation to restrict 
certain zones, with the proviso 
that there be no discrimination in 
such a restriction in favor of its 
own private planes. 

The carriage of munitions over an- 
other nation’s territory was forbidden 
and it was agreed that cameras could 
also be forbidden. It was further 
agreed that planes must follow pre- 
scribed routes; that aircraft of one 
contracting state should not pay high- 
er or other charges than those of the 
state visited; and that all would co- 
operate in the distribution of meteoro- 
logical information, charts, and light- 
ing systems along routes authorized 
by nations over whose territory they 
lie. 

The Paris Convention, as you can 
see, laid down certain broad princi- 
ples which obtain today throughout 
the world in peace time. The United 
States signed but did not ratify the 
Convention, and others of the Allies 
objected to the provision forbidding 
contracting states to permit, except 
by special and temporary authoriza- 
tion, the flight above their territory 


of the aircraft of mnon-contracting 
states. 
The Havana Convention, which 


laid down the same principles for the 
Western Hemisphere, had been rati- 
fied before November 1, 1936 by the 
United States and Mexico, the coun- 
tries of Central America, Chile and 
Ecuador. It has since been ratified 
by all countries in the Pan-American 
Union. 





Although there are no conventions 
ratified or unratified covering the 
present exploratory discussions, it is 
generally believed that the United 
States and the British Empire are 
agreed on a continuation of what we 
may call “the four freedoms of inter- 
national aviation”: the freedom of 
peaceful transit ; the freedom to make 
stops for technical purposes such as 
fueling and weather information ; and 
the freedom of any international air 
carrier to carry passengers from its 
own country to the territory of an- 
other country over an intervening 
country if necessary, either without 
stopping or with innocent transit 
stops. The fourth freedom of the 
air is the converse of the third : name- 
ly, the freedom of any international 
air carrier to pick up passengers des- 
tined for the home country at any 
point along its route. For example, a 
British airline, under a_ bi-lateral 
agreement would have the right to 
carry passengers from London to 
New York under the first freedom— 
the freedom of peaceful transit. If 
it wished to make stops for technical 
reasons, such as refueling or because 
of the weather, at any point on the 
way, it would have the right to do so 
under the second freedom. If it 
wished to carry passengers from Lon- 
don to Mexico City over the United 
States territory, either without stop- 
ping or with innocent transit stops, 
it could do so under the third free- 
dom; or it could take passengers 
from Mexico City over United States 
territory to London under the fourth 


freedom. In all of these cases only 
bi-lateral agreements would be re- 
quired. 


However, beyond these four free- 
doms, there will probably have to be 
tri-lateral or multi-lateral agreements. 
For example, if an American flag car- 
rier desires to carry revenue passen- 
gers between Great Britain and Rus- 
sia, specific tri-lateral treaties author- 
izing such carriage will probably be 
necessary between the three countries 
involved; and conversely, if a Brit- 
ish flag carrier operating into the 
United States and Mexico wishes to 
carry revenue passengers between the 
United States and Mexico. But it is 
generally agreed that the carriage of 
passengers and goods within the bor- 
ders of any one country, which is 
commonly called cabotage, shall be 
the sole prerogative of that country, 
either to retain for its own flag car- 
riers or to dispose of as it sees fit 
to any foreign airline on an exclusive 











OM wn 


rn Oo 


is 
e 
C= 
1t 





Or non-exclusive basis. For example, 
only by a tri-lateral treaty would a 
British airline, flying between Lon- 
don and Mexico City, have the right 
to carry passengers from any city 
within the United States to Mexico 
City. It would not have the right to 
carry passengers between any two 
cities within the United States or be- 
tween any two cities in Mexico, be- 
cause that would be cabotage. 

As a commercial airline operator I 
am naturally interested in how post- 
war air transportation is going to de- 
velop, especially in the international 
field. Let me first lay down the broad 
principle that subsidies should be 
used only if necessary and only to 
keep planes in the air, not to keep 
the planes of another country or an- 
other airline out of the air. If a 
small country like Luxembourg, for 
example, should want to establish an 
airline to this country for prestige 
purposes on a minimum schedule ba- 
sis, it should be permitted to do so 
at prevailing conference rates charged 
by other lines for similar service. If 
airlines of the United States, on the 
other hand, could operate a hundred 
schedules a week to Europe, thereby 
cutting down operating costs, there 
should be no law to hinder it. In the 
first case, a subsidy would undoubt- 
edly be required ; in the second case, 
probably in time no subsidy would be 
necessary. Incidentally, a hundred 
schedules a week is far from a re- 
mote possibility. The Air Transport 
Command operated out of La Guard- 
ia Field alone last month more than 
six hundred scheduled flights to 
Iurope. 

We do not believe that schedules 
should be restricted. We have never 
believed in killing the pigs and plow- 
ing under the crops as a means to 
economic salvation. If any economic 
control is necessary, it should be 
based upon a minimum rate floor 
which can be established in so many 
cents a mile, or so many Swiss francs 
a kilometer. In establishing that floor 
we should be careful to see that it is 
not too high, because that would dis- 
courage travel, nor too low, because 
that would force us to depend too 
much upon subsidies which we do not 
want. I suggest that a fair minimum 
floor rate should coincide approxi- 
mately with the conference rate pre- 
vailing in the next fastest form of 
transportation, which is, of course, 
the luxury liner. This does not mean 
the conference rate prevailing for de 
luxe quarters on the Queen Mary. 
You can get to Europe just as fast 
in the tourist cabins. 


Such conference rates are in effect 
for many forms of travel, and the 
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Postwar travelers may look forward to new heights of comfort, 
luxury and speed 


Civil Aeronautics Board has power to 
approve agreements by domestic com- 
mercial airlines which, when ap- 
proved, immunize them from action 
under our anti-trust laws. 

This brings us to the type of plane 
which we shall probably be using. In 
the immediate postwar years we shall 
have planes which are currently in 
use today by the Air Transport Com- 
mand. Later, we shall be operating 
high-speed, four-engined, non-stop, 
luxury planes with pressurized cab- 
ins; and slower four-engined planes 
with reclining seats for the “tourist” 
trade similar to those in use today by 
the Air Transport Command. 

The burning question, however, at 
the moment is WHO IS GOING TO 
OPERATE THESE INTERNA- 
TIONAL ROUTES? Are we going 
to permit one company to preempt 
all overseas traffic under the ‘“‘chosen 
instrument” theory, or are we going 
to give every company an equal right 
to apply for overseas routes and to 
have their application heard and de- 
cided on its merits, just as any appli- 
cation for domestic routes is heard 
and decided ? 

Seventeen United States airlines 
have subscribed to the proposition 
that, if we are to have the best serv- 
ice and preserve that initiative which 
has made our domestic air transport 
service the finest in the world, we 
must have competition under private 
cwnership and management, func- 
tioning under a regulatory body. The 
machinery for this is already estab- 
lished by existing laws. The Civil 
Aeronautics Act of 1938 specifies 
that certificates for the operation of 
international routes may be issued 
after hearing by the Civil Aeronautics 
3oard with the consent of the Presi- 


dent. Obviously, since our foreign 
relations are so closely involved, the 
Chief [Executive must take part in 
the determination, or else a conflict 
between transport operations and dip- 
lomatic relations might arise. 

To the platform of the Seventeen 
United States Airlines, I should like 
to add a recent statement of Edward 
C. Bowyer, head of the information 
department of the Society of British 
Aircraft Constructors, speaking of 
the British situation when he ‘said: 
“Before the war the existence of a 
single ‘chosen instrument’ restricted 
technical development of the larger 
and more costly British transport 
planes to narrow lines. Not a single 
metal aircraft built to an Imperial 
Airways specification was ever sold 
to another operator. ... How differ- 
ent has been the experience of the 
American manufacturer. With nearly 
a score of vigorous, independent air- 
line companies .. . the urge for im- 
provement of the breed was sharp 
and continuous. ... The fact remains 
that the British system, lacking the 
elements of competition and inde- 
pendent private enterprise in airline 
operation, and perpetuating an atmos- 
phere of secrecy about operational re- 
sults, does not lend itself freely to 
the widespread dissemination of 
knowledge.” 

The belief of the Seventeen Air- 
lines in the principle of competition, 
so strongly supported by Mr. Bowyer 
of the Society of British Aircraft 
Constructors, does not mean that any- 
one believes in unbridled license for 
everyone to fly everywhere. Compe- 
tition here means the right of any 
United States company or citizen, 
without restriction, to ask for a cer- 


(Continued on page 21) 
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Evaluating the Future 


An attempt to forecast the post war world of the 
insurance agent by looking backwards 200 years 


*By J. M. EATON 
ASSISTANT GENERAL MANAGER 
AMERICAN Mutua ALLIANCE 
NYONE who attempts.an ex- 
ploration of the future is en- 
gaged in a hazardous under- 
taking. For some reason known only 
tc himself the Creator of mankind de- 
cided against giving to his creatures 
the power to foresee future events 
beyond what might be necessary and 
convenient in determining the prob- 
able state of tomorrow’s weather— 
end he made no exception to that 
rule. For this we should be ever- 
lastingly grateful, since I can think 
of nothing which would be more dis- 
turbing than to actually know what 
the future has in store for us. Life 
would become a drab _ existence 
through which we would plod, step 
by step, from the cradle to the grave ; 
with no incentive to exercise personal 
initiative and none of the fun of the 
present system of prophesying how 
much premium we may write next 
year, or what horse may come in first 
in the Sixth at Belmont—or who may 
occupy the White House after next 
January 20th. 

One who attempts even a general 
prophecy of what the future may 
hold assumes also the personal haz- 
ard that if the prophecy is fulfilled, 
he will get little or no credit for it— 
and if it proves false he will be 
blamed for having held out mislead- 
ing hopes. 

Euripides, the Greek poet said: 
“He is the best diviner who conjec- 
tures well”—which is to say that the 
most reliable prophet is the one who 
guesses most accurately. As for my- 
self, I think that under present con- 
ditions it would be about as safe to 
guess under what shell the pea lies, 
as to hazard what may come to pass, 
insurance-wise, in the next month, or 
year or decade—and I shall not at- 
tempt to do so. 

However, in pursuing the subject 
to which we are supposed to address 
ourselves, it may profit us to take a 
look into the past and with that and 
some consideration of present condi- 
tions, attempt to determine what sort 
of a business future we may hope to 
fashion for ourselves and those who 
are to follow us. That will not be 
prophecy, but rather an evaluation of 
the institution with which we are 

*An address before the 13th annual convention 


»9f National Association of Mutual Insurance 
Agent New York, October 16, 1944. 


connected, so that we may collectively 
and individually draft a pattern for 
our future conduct. 

Horace Binney, who was for many 
years a member of the Board and 
legal advisor cf the now oldest fire 
insurance company in America, on 
April 12, 1852 addressed the mem- 
bers of that company upon the cele- 
bration of its 100th anniversary. He 
recited with pride the record of a 
century which had brought the com- 
pany from nothing to the point of 
insuring a total value of $8,000,000 
in brick and stone dwellings and 
amassing well secured assets of $700,- 
O00. 

In his scholarly address, which 
covers more than 70 printed pages, 
Mr. Binney made no forecast, either 
with respect to the company with 
which he was identified or the busi- 
ness as a whole. He contented him- 
self with an expression of hope that 
the members who might be present 
at the 200th anniversary would have 
as much reason to speak favorably of 
the management as had those mem- 
bers then present. Had Mr. Binney 
been given to prophecy, I wonder if 
he would have been bold enough to 
assert that before the close of its sec- 
ond century the Philadelphia Con- 
tributionship would find itself with 
assets totaling more than $12,500,- 
000 to protect insurable values of 
$72,000,000. I doubt it. 

Let us devote a few moments to a 
very quick view of the progress made 
by insurance in the years following 
the Contributionship’s 100th anniver- 
sary. 

The 48 years between 1852 when 
the “Hand in Hand” celebrated its 
Centennial and the close of the cen- 
tury were not especially sensational 
ones so far as insurance is concerned. 
They were nevertheless significant 
ones, since during that period steps 
were taken that were to -be of the 
greatest importance in the years to 
come, 

By the end of the century 186 of 
the present Stock and 50 of the pres- 
ent Mutual insurance companies, 
other than Life, had been organized 

In 1855 Massachusetts established 
as a part of its state Government a 
Department of Insurance and 4 years 
later, in 1859, New York did like- 
Wise. 

In 1864 accident insurance began 
in America, when the president of 





the Travelers Insurance Company 
orally insured one James Bolter for 
$5,000 against accidental death while 
walking home from the Hartford 
Post Office. The premium was two 
one-cent pieces. 

In 1866 the National Board of 
Fire Underwriters was organized. 

In 1868 the decision in the now 
famous case of Paul v. Virginia hold- 
ing insurance not to be commerce was 
handed down by the Supreme Court 
of the United States. 

In 1870 Live Stock insurance was 
first written by a stock company, al- 
though at least one mutual company 
had written this coverage as far back 
as 1857. 

In 1880, only 28 years after the 
speech by Horace Binney, the first of 
the mutual liability insurance com- 
panies made its appearance in what 
was to become a great and complex 
business. 

During this period the increase in 
the number of companies was not 
great and at the beginning of the 
20th century—-1900—little more than 
a third of the now existing stock fire 
insurance companies had been organ- 
ized. The volume: of business also 
was small; as for example in 1893 
the aggregate writings of the domes- 
tic, foreign, and alien stock compan- 
ies reporting to the New York In- 
surance Department was but $123,- 
500,000 while the mutual premium 
income totaled only $1,500,000. These 
two figures are very interesting when 
compared to. those of 1943—50 years 
later—which show that the stock car- 
riers had increased their premiums 
from $123,500,000 to $1,022,000,000 
while the mutuals had increased from 
$1,500,000 to $157,500,000 — the 
stock company increase being 727% 
and that of the mutual 983%. 

It was not until the beginning of 
the present century that mutual in- 
surance began its real development. 
With the coming of the Workmen’s 
Compensation Laws, which inaugu- 
rated the Golden Era of Casualty In- 
surance, the mutual plan was to find 
a place in the public favor beyond 
the wildest dreams of Mr. Binney or 
his contemporaries. Beginning with 
1910 the mutual companies began to 
multiply and in the following 20 


years 98 of the 192 presently operat- 

ing Casualty companies were organ- 

ized; with more than one-half of the 

total coming into existence between 
(Continued on page 18) 
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Selecting Mutual Risks 


A Problem in Insurance Arithmetic 
BY R. D. MAC DANIEL 


Vice-PresIpDENT, Grain DEALERS NATIONAL 
Murtvuat Fire Insurance CoMPANy 
HE recent actions of the sever- 
al insurance authorities in re- 
ducing rates rather generously, 
and the probable similar action that 
will follow in other states, have the 
insurance business in something of a 
quandary. Nobody yet knows just 
how much the average fire premiums 
will drop as a result of the recent 
rate reductions, but the Indiana In- 
surance Department estimates a de- 
crease of 7.8%. It’s easy enough to 
reduce rates but where is this reduc- 
tion to come from? 


In computing the “cost” of insur- 
ance there are numerous factors to 
be considered, some of which are va- 
riable while others are rather defi- 
nitely fixed. Overhead, or company 
expense, is in the latter category, re- 
gardless of variations in the premium 
income. Commissions and _ taxes, 
while fixed at a percent of the pre- 
niium dollar, yet vary in proportion 
to the premium income. Dividends 
are, of course, a variable item. 

Let’s take a look at what happens 
then, if the premium dollar is cut by 
8%. Let’s assume that company ex- 
pense has been 15%, average com- 
missions 20%, taxes 5% and divi- 
dends 25% — which figures aren’t 
much out of line. The comparison 
before and after the 10% rate-cut 
Shapes up this way: 

1.00 rate .92 rate 


Overhead po Lt an 15 
Commission - ge .184 
Taxes 05 .046 
Dividends 2 290 
Total 65 61 
Balance ao 31 


That plainly shows that a reduc- 
tion of 10% in premiums, other fac- 
tors remaining constant, reduces the 
balance available for losses and sur- 
plus increase’ from 35c to 3lc. In 
other words, a company that has had 
a loss ratio of 35% must reduce that 
ratio 11.4% in order to continue to 
pay its former dividend rate and ac- 
cumulate surplus as in the past. It 
may be pointed out that a 35% loss 
ratio hasn’t been considered at all 
bad. Furthermore, there hasn’t been 
much of a surplus increase by the 
companies, on the average, during the 
past few years. 


Naturally a company must con- 
tinue to accumulate surplus com- 


R. D. MacDANIEL 


mensurate with its growth. It must, 
at least, maintain a surplus propor- 
tional to its liability — so we may 
assume that in its average fiscal ex- 
perience the worst it should do is to 
break even. Company expenses and 
taxes are pretty definitely fixed. It 
is manifestly desirable that the divi- 
dend rate should continue and any 
agent will contend that commissions 
should not be reduced. That brings 
us to the reason for this sort of a 
discussion in these columns. If the 
companies are to maintain their sur- 
pluses, if the policyholders are to 
continue to receive their present sav- 
ings, and if the agent is to continue 
to receive his present rate of com- 
mission, it follows that losses must 
be reduced. That isn’t theory, it’s 
arithmetic. 

Whether we realize it or not, we 
are faced with the absolute necessity 
of reducing losses. Company man- 
agements can be expected to pare ex- 
penses to the bone but there just 








“If the companies are to 
maintain their surpluses, if the 
policyholders are to continue to 
receive their present savings, 
and if the agent is to continue 
to receive his present rate of 
commission, it follows that 
losses must be reduced.” 
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isn't any possibility that any material 
part of that 11.4% reduction in avail- 
able loss-paying income can be made 
up through reduction in overhead. 
Dividends can, of course, be reduced, 
but that is manifestly undesirable. 
Reduction in losses is the common- 
sense method of meeting the situa- 
tion. 

The producer who thinks this isn’t 
anything to concern him should get 
his head out from under the covers. 
This is a problem facing not one 
company, not one group, or the Mu- 
tuals, the Stocks or the Reciprocals, 
but a problem facing the business as 
a whole. It can be taken for granted 
that poor and border-line risks are 
going to be declined — not only by 
one company or by two or three, but 
by all. It may be possible to shift 
risks for a while, but agents’ loss 
records are going to come in for close 
scrutiny also and the agent whose 
record isn’t good will find himself 
persona non grata. Personalities 
must give way to arithmetic. 

Sut let’s go a bit further. What 
may happen after that after all 
the companies by force of circum- 
stance have adopted the policy of re- 
fusing the poorer classes and the in- 
dividual border-line risks. | What 
happened after the passage of com- 
pulsory liability laws in several states 
where the automobile carriers refused 
poor risks ?—State automobile insur- 
ance. It could be very easy for the 
Federal Government to announce that 
because of the “failure” of the estab- 
lished insurance industry to take care 
of the people, the Government was 
entering the fire insurance field. You 
can go on from there. 

So+ whether loss reduction is 
viewed as a matter of good policy, 
economics, as a “Mutual” precept, or 
as political expediency, it appears to 
this writer as an increasingly im- 
portant, even a necessary phase of the 
insurance business. In Mutual cir- 
cles, this involves nothing new—but 
it will require more general and more 
intensified application. Those com- 
panies and agents who have not been 
concerned with loss prevention are 
now faced with a handicap—and with 
a lot of unpleasant explanations as 
to why “we can’t carry your insur- 
ance any longer.” They are faced 
with the necessity of becoming loss- 
prevention minded and of educating 
their policyholders likewise. They 
will probably attempt to raid the bet- 
ter classes — particularly those that 
have become loss-conscious through 
long Mutual education—and the bet- 
ter individual risks. But even these 
classes and risks will deteriorate in- 

(Continued on page 24) 
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PERSONAL FURS 


company Manager re- 

cently remarked, “Inland Ma- 

rine policies are getting to be 
so broad that the next step will be 
to give the insured a blank draft with 
every policy.” The Fur Floater pol- 
icy gives the most complete protec- 
tion of any insurance contract in gen- 
eral and when written on an 
agreed value basis is almost the equiv- 
alent of a check for the amount speci- 
fied. The hazards covered are “All 
Risks of or damage’ except 
gradual deterioration, moth, vermin, 
inherent vice, damage due to any 
while being worked upon, 
and war damage. 


| OSS 


use, 


loss 


pre ceSS 


In spite of the complete coverage 
provided and the low rates at which 
the Fur Floater is written, the loss 
experience has been good. Most wo- 
men are proud of their fur coats and 
take better care of them than they do 
of their other clothing. Storage dur- 
ing the summer season is an extra at- 
tention which the average woman af- 
fords only to her choice garments, 
and the bulk of such storage consists 
of furs. 

Careful underwriting on the part 
of insurance companies avoids losses 
from people who are known to be 
careless or dishonest. After a loss has 
occurred there may be little oppor- 
tunity to determine the true condi- 
tion of a garment or to learn whether 
it was really lost. The insurer is fre- 
quently at the mercy of the policy- 
holder and it is necessary that care- 
ful investigation be made of the in- 
tegrity and habits of prospective cus- 
tomers. 

The past three years have seen the 
greatest buying spree in the history 
of the fur industry. War swollen in- 
comes which could not be spent for 
automobiles, radios and refrigerators 
have sought an outlet in luxury goods. 
Increased purchases of furs, plus ris- 
ing prices, plus the excise tax, are 
reflected in the fact that Fur Floater 
insurance premiums are at an all-time 
high. Most companies are reporting 
these premiums at figures two and 


three 


times the amount written in 
1941. Loss experience on this rising 


volume has continued to be good. 

But what of the future? Prices 
and purchases have probably reached 
their peak. The Treasury Depart- 
ment is not believed likely to seek an 
increase in the 20% tax on furs 
which became effective April 1, 1944. 
The end of the war in Europe will 
result in a reduction in income for 
many people who have been able to 
buy furs for the first time in their 
lives. All indications are that there 
will be a leveling off in fur insurance 
premiums and perhaps a drop from 
the high of 1944. 

Even more vital to the insurance 
companies is the possibility of in- 
creased claims on garments already 
purchased. Will reduced incomes 
cause people to “sell” their coats to 
the insurance companies by way of 
fraudulent or inflated claims? What 
precautions can a company take to 
avoid being flooded with questionable 


lc SSes ? 


An important step is not to write 
valued policies. At some time in the 
near future there will be a drop in 
fur values. During the policy period 
of a year this drop could be consid- 
erable, with the result that the agreed 
value would be far higher than the 
actual value. All insurance men know 
the danger when there is friction be- 
tween a $1,000 policy and a $500 
piece of property. Sometimes even 
honest people are tempted by strin- 
gent circumstances. 

In applying depreciation the under- 
writer must recognize that there is a 
wide variation in the durability of 
furs. A good raccoon or skunk coat 
might last ten years for a person who 
lives in a climate where heavy cloth- 
ing is needed only two or three 
months in the winter. Rabbit and 
squirrel are near the other end of the 
scale and 20% depreciation per year 
is probably a minimum for them. A 
reliable furrier will be glad to dis- 
cuss the wearing qualities of different 
skins, and a little pamphlet published 
by the United States Weather Bureau 
called “Normal Weather for the 
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United States” will help the under- 
writer to estimate how many months a 
fur coat needs to be worn in the vari- 
ous states. 

Some underwriters and claim man- 
agers have felt that appraisals are the 
answer to all vaiuation problems. Un- 
fortunately this is not true. There 
have been many instances where fur- 
riers have sold a fur coat and then 
given the purchaser an appraisal 
showing the value to be considerably 
higher than the sales price. It is pre- 
ferable to get the appraisal from a 
furrier other than the seller of the 
garment. 

A standard should be set up for ap- 
praisals. One which merely says a 
certain garment is worth so much 
money is hardly worth the paper on 
which it is written. A recent loss in- 
volved what was described in an ap- 
praisal as a “coat”? worth $800. In- 
vestigation revealed that at the time 
of the loss the garment was really 
« jacket. It was impossible to deter- 
mine, either from the furrier or from 
questioning the insured, whether the 
jacket was the garment appraised at 
$800 or whether the original coat had 
been cut down to a jacket after the 
appraisal. Needless to say, the ad- 
justment was badly complicated by 
the uncertainty. 

The appraisal should describe the 
garment fully including the kind and 
number of skins, how they are cut 
and dyed, the general style and size, 
the condition and whether there are 
any tears or defects, and any furriers’ 
nmiarks which may be on it. Most 
companies and their policyholders are 
helpless to make positive identifica- 
tion of a fur garment that may be re- 
covered after a theft. 

Critical underwriting is especially 
needed for the next couple of years 
to protect the good loss record of 
Fur Floater insurance. Most people 
are honest and careful and deserve 
the present low rates. It is an obli- 


gation of insurance companies to pre- 
vent a few dishonest or careless pol- 
icyholders from spoiling the record 
established in this class of insurance 
by the or American. 
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INSURANCE NEWS DIGEST--FIRE AND CASUALTY 


Covering Period From October 1, 1944 Through October 31, 1944 








383. JAMES PAUL GRANT. The many friends of Richard 
J. Grant, former president of the Hardware Mutual 
Insurance Company of Minneapolis have been sad- 
dened by the news of the death of his son, First 
Lieutenant James Paul Grant, who died August 28, 
1944, in France, from wounds received in battle. 
Lt. Grant, who at the time of his death was but 20 
years of age, was graduated as second ranking cadet 
at St. Thomas Military Academy in June 1942, and 
was attending Notre Dame University when called to 
active duty as a Second Lieutenant of the Infantry 
in December of that year. He was sent overseas in 
April 1944, and in June participated in the Nor- 
mandy invasion, being awarded the Purple Heart for 
wounds suffered in July. At the time of his death, 
he was serving with the 315th Infantry, 79th Divi- 
sion. He is survived by his parents and three 
brothers, one of whom, Richard J. Grant, Jr., USNR, 
is serving in the Pacific forces. 


384, WISCONSIN REGIONAL CONFERENCES. Under the 
joint sponsorship of the Wisconsin State Associa- 
tion of Mutual Insurance Companies and the 1752 
Club of Wisconsin, a series of regional confer- 
ences for mutual fire insurance agents was held at 
Portage, Wis. on October 10th; Wausau, Wis. on 
October llth; Oshkosh, Wis. on Octovder 12th; and 
Milwaukee on October 17th. These regional con- 
ferences replaced the annual association conven- 
tion because of war restrictions. John Lau, Mil- 
waukee, state agent Union Mutual Fire Insurance 
Company and president of the 1752 Club of Wiscon- 
sin presided at all the meetings. The speakers 
were: Alvin Krug, Milwaukee, special agent Badger 
Mutual Fire Insurance Company, who spoke about 
"Extra Income from Extra Coverage". Robert Barber, 
special agent West Bend Mutual Fire Insurance Com- 
pany discussed "Planned Selling"; N. J. Orn, Mad- 
ison, special agent Reitan-Lerdahl & Co., Madison, 
discussed "Personal Property Floater Insurance"; 
J. Leonard Henderson, Milwaukee, assistant secre- 
tary American Mutual Fire Insurance Company spoke 
on "Moral and Physical Hazards"; and "What about 
Tomorrow" was the subject of the talk given by 
Theodore R. Schmidt, secretary of the Kewaskum Mu- 
tual Fire Insurance Company and secretary of the 
Wisconsin State Association. George Faulds, Chi- 
cago, state agent of the National Retailers Mutual 
Insurance Company, lead the forum "College of In- 
surance Knowledge", which concluded the program. 
Officers of the Wisconsin State Association of Mu- 
tual Insurance Companies are: President, Monroe 
F. Schwalbach, Germantown, secretary Germantown 
Farmers Mutual Insurance Company; Vice-President, 
Junias H. Pleuss, Manitowoc,. secretary Manitowoc 
Mutual Fire Insurance Company; Secretary, Theodore 
R. Schmidt, Kewaskum, secretary Kewaskum Mutual 
Fire Insurance Company. Officers of the 1752 Club 
are: President, John Lau, Milwaukee, state agent 
Union Mutual Insurance Company; Vice-President, 
Robert Barber, West Bend Mutual Fire Insurance 
Company; Secretary, Charles H. Vande Zande, Camp- 
pellsport, secretary Campbellsport Mutual Insur- 
ance Company. 


385, DIERAUF ANNIVERSARY. On Tuesday, October 17th, 
the Classification and Rating Committee of the Conm- 
pensation Insurance Rating Board of New York ten- 
dered to George A. Dierauf, Secretary-Treasurer of 
the Board, a luncheon in honor of twenty-five years 
of service with the Board, just completed by him. 
Earlier in the day, Mr. Dierauf was presented with 
a handsome wrist watch, a gift from the Staff and 
the older employees of the Board, with whom he has 
been associated for so many years. In making the 
presentation, Henry D. Sayer, General Manager of 
the Board, referred to Mr. Dierauf's many years of 
devoted service to the insurance industry and the 


work of the Rating Board, and the fact that he is 
held in highest esteem by the many people in the 
industry with whom he has come in close contact. 


386. WAR CONTRIBUTION. Much favorable comment to 
the credit of American Mutual Liability Insurance 
Company of Boston has resulted from the presenta- 
tion of a sparkling musical play "Let's be Friend- 
ly" before groups of enlisted men by a company com- 
posed entirely of American Mutual employees con- 
tributing their time and talent upon a voluntary 
basis. During the summer months the company has 
played fifteen engagements before groups of serv- 
ice men in the New England area, with audiences 
numbering from 900 to 2,000 persons. The play has 
no advertising or promotional angles and repre- 
sents a desire upon the part of American Mutual 
employees to contribute to the entertainment and 
morale of the armed forces, especially those sta- 
tioned in and near Boston. 


387, EDUCATIONAL CLINICS PLANNED. The Texas "1752" 
Club of which J. D. Carter is President, and E. A. 
Hook, Vice-President, has formed a committee on 
public relations which plans the promotion of a 
series of educational clinics in fire and casualty 
insurance in cooperation with the Texas Associa- 
tion of Mutual Insurance Agents. At a meeting 
held in Dallas on October 21, a committee composed 
of E. P. Goetzinger, special agent Indiana Lumber- 
mens Mutual; R. S. Dial, special agent Farmers Al- 
liance, McPherson, Kansas; and L. E. Dott, assist- 
ant branch manager Dallas, Northwestern Mutual 
Fire Association, was appointed to prepare plans 
and conduct the clinics which will be set up upon 
a regional basis throughout the State of Texas. 


388, 25th ANNIVERSARY. Lt. Col. John A. Buxton, 
now the Post Executive Officer at Fort Snelling, 
Minnesota, and President of the Mutual Implement 
and Hardware Insurance Company of Owatonna, Minn. 
celebrated the completion of 25 years in the insur- 
ance business on September 2, 1944. Col. Buxton 
commenced his insurance career in a minor capacity 
with the company which he now heads having been 
elected to that position in June 1941. He was 
called to active duty in the Army in March 1944, 
having previously held a Captain's commission in 
the Infantry Reserve. 


389, DIRECTORS ELECTED. Mr. Charles E. Hodges, 
President, American Policyholders Insurance Com- 
pany, has announced election of Mr. Spencer Borden, 
President, Fall River Gas Works Company of Fall 
River, Mass., and Edwin S. Metcalf, Chairman of 
the Board, Columbian Rope Company of Auburn, N. Y., 
to the Directorate of the American Policyholders 
to fill vacancies caused by the death of Joseph S. 
Pendleton, and the resignation due to ill health 
of Joseph H. Reaney. 


390, MUTUAL COMPANY DIRECTORY. The American Mutual 
Alliance has just released the 1944 edition of its 
Directory of Mutual Companies in the United States. 
The 144-page booklet contains a wealth of infor- 
mation concerning all mutual insurers other than 
life or those writing accident and health exclu- 
sively for the calendar year 1943 including dates 
of organization, net premiums received, net losses 
paid, and in the case of mutual fire insurance com- 
panies the net amount of insurance in force. There 
is also included the names of the principal operat- 
ing officers of the companies with a list of offi- 
cers and directors of the various state and na- 
tional mutual insurance organizations. One page 
is devoted to the now well-known "Test of Time" 
exhibit with its pie charts showing the all-time 
survival record of the Mutual companies to be 
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54.5%, Stock companies 25.7%, Reciprocals 11.7%, 
and Lloyds 11.2%. It also lists as of September 
15, 1944 the number of active insurance organiza- 
tions in the United States as follows: Stock fire, 
298; stock casualty, 173; stock accident and 
health, 149; mutual fire, 2,370; mutual casualty, 
189; mutual accident and health, 63; reciprocals, 
62; and Lloyds, 20. The directory is available to 
those interested at 50 cents per copy. 


391, HOBOKEN PIER LOSS. According to a final report 
by the New York Board, Bureau of Fire Prevention 
and Water Supply, the damage to Pier No. 4 at Ho- 
boken in the disastrous fire of August llth 
amounted to $1,500,000 to the pier and $210,000 to 
the contents which is considerably less than the 
original estimate of $4,000,000. The pier is 
owned by the government and no fire insurance was 
=— The fire resulted in the loss of three 
ves. 


392, MARYLAND RATES STUDIED. State Treasurer, H. 
S. Miles of Maryland, has appointed a committee of 
twelve insurance men to study the possibility of 
working out a uniform and lower fire insurance rate 
on state-owned property. The state carries about 
$45,000,000 in fire insurance. Similar action was 
recently taken by the city of Baltimore with re- 
spect to its municipally-owned properties. 


393. AUTOMOBILE INSURANCE DECISIONS. At the re- 
cent American Bar Association meeting in Chicago, 
M. L. Landis, Counsel, Central Manufacturers Mu- 
tual Insurance Company of Van Wert, Ohio, reviewed 
@ number of important decisions of the past year 
during the Round Table session on fire insurance 
law, pointing out that abnormal economic conditions 
at present give such cases as deal with the value 
of insurance property a special significance. Mr. 
Landis referred, among other cases, to that of 
Weems vs. Service Fire, 178 S. W. (2d) 377, where 
a car was stolen and stripped and the insured de- 
manded the actual cash value of the entire car on 
the theory that salvage was valueless because 
stolen parts could not be replaced. Mr. Landis 
stated that in this case the insured was allowed an 
amount determined by the traditional measure of 
damage, namely, the difference between the actual 
value before and after the theft. He referred also 
to an unreported Baltimore City Court case, Cunning- 
ham vs. National Guild, in which it was held that 
the ceiling price on tires was the limited recov- 
ery in an insurance loss, on the theory that while 
OPA did not claim jurisdiction there is no legal 
market other than at ceiling prices and it would 
be against public policy to recognize a black mar- 
ket by allowing a higher recovery. Mr. Landis ex- 
pressed the belief that this problem of values will 
become more important as the number of available 
automobiles for civilian use decreases. 


394, STOP LOSS - WAIVER PLANS PROHIBITED. After 
many months of consideration the Texas Insurance 
Department has issued a ruling prohibiting all var- 
iations of the Standard Workmen's Compensation 
Retrospective Rating Plans including insurance 
covering waiver of retrospective surcharges, cost 
plus plans, and special agreements between carriers 
and assureds. The ruling also calls upon partici- 
pating companies to file dividend schedules on all 
workmen's compensation plans with the Department 
on or before January 1, 1945. The order, signed 
by Casualty Commissioner J. P. Gibbs, provides for 
a hearing at Austin on November 14th at which time 
anyone affected by the order may voice his protest. 


395, AGENCY QUALIFICATION. Commissioner James Mc- 
Cormack of Tennessee by a recent departmental rul- 
ing has materially tightened the agents’ qualifi- 
cation requirements of that state. Under the new 
order an applicant for agent's license must demon- 
strate his "competency" by "having a reasonable 
knowledge of the customs and usages of the insur- 
ance trade, therefore being capable of rendering the 
usual services required of an insurance agent" - and 
having no "business affiliations with policyhold- 
ders' direct or indirect interest in the property 
or risk insured or other relationship which would 
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place the applicant in the inconsistent position 
of acting for and representing two or more princi- 
pals whose interests are conflicting". Renewal 
licenses will be issued as a matter of course to 
those previously licensed for at least one year. 


396. FIRE LOSSES UP. According to an estimate re- 
leased by the National Board of Fire Underwriters, 
the total fire losses for September were $26,488, - 
000 which is an increase of 19% when compared with 
September 1943, and an increase of 3% over the pre- 
ceding month of August. For the first nine months 
of the year the increase exceeds 12.1%. 


397. AGENCY LAW INVALID. The Florida Association 
of Insurance Agents has lost its suit for a declar- 
atory judgment determining the validity of the 
agents' qualification law of that State insofar as 
it affects the licensing of automobile dealers. 
The portion of the law which was the center of the 
controversy between the Agents Association and 
Motors Insurance Corporation and Florida Automo- 
tive Dealers Association is Section 627.08, Flor- 
ida Statutes, 1941, which provides that "no per- 
son * * * representing any such insurer in any 
capacity except primarily to solicit, negotiate 
or effect contracts of insurance * * * on a strictly 
commission basis, shall be deemed or held to be an 
insurance agent * * *", In its opinion affirming 
the decision of the lower court the Supreme Court 
of Florida said, "We do not consider the alliance 
between the manufacturing corporation and the in- 
suring corporation through the link, the financing 
corporation, so strong that the rslationship be- 
tween the dealer and the first could be construed 
as a representation of the last, thereby preventing 
the dealer, because of Section 67.808 supra, from 
acting as an agent in the sale of its insurance pol- 
icy. We think the treasurer as insurance commis- 
sioner should not, for any reason presented in this 
suit, be enjoined from issuing the licenses". 


398. MICHIGAN COMMISSIONER UPHELD. The Supreme 
Court of Michigan has upheld Commissioner Forbes 
in his action revoking the license of the Washing- 
ton agency, Detroit, on the ground that the agency 
organization was too transparent a screen for ac- 
tual operation of the business by the Industrial 
National Bank. The agency sought to mandamus the 
commissioner to restore its license and contended 
that the agency corporation was sufficiently sep- 
arated from the bank to meet all legal require- 
ments. 


399. ANSWER FILED. The Minneapolis Underwriters 
Association has filed an answer to the allegations 
made by J. P. Miller, Minneapolis local agent, in 
his boycotting conspiracy action against the Min- 
heapolis Board on a group of stock fire insurance 
companies alleging boycott and conspiracy. The 
Underwriters Association now claims that the rules 
of that organization do not prevent members from 
doing business or placing insurance under proper 
and legal conditions under requirements with agents 
of non-members. The Association denies having 
acted in concert with or at the direction of the 
defendant companies as alleged by Miller, who 
claims that the restrictions under which the As- 
sociation, its members and companies operate are 
"burdens on interstate commerce and repugnant to 
state and federal statutes". 


400, ELECTED PRESIDENT. The Insurance Institute of 
America at its annual luncheon meeting held in 
New York the week of October 26th, elected as its 
President, John J. King, President, Hooper Holmes 
Bureau, and at the same time re-elected Secretary 
E. R. Hardy. In his annual report, Mr. Hardy an- 
nounced the preparation for form of refresher 
course to be offered to returning service men, 
stating that lecturers are now being secured and 
it is expected the course will get under way early 
this Fall. 


401, MUTUAL AGENTS ELECTED. At the annual meeting 
of the National Association of Mutual Agents held 
in New York the week of October 16th, George E. 
Phealan for thirty years in the insurance business 
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at "15 Maiden Lane, New York City, and for the past 
four years a Director and Vice-President of the 
Association, was elected to the Presidency to suc- 
ceed Floyd H. Kraft of Greensboro, North Carolina, 
who automatically becomes a member of the Board of 
Directors. Other officers and directors elected 
are W. Emmert Swigart, Huntingdon, Pa., Vice-Pres- 
ident, and W. Harold Howatt, Springfield, Mass.; 
J.C. McGee, Jackson, Miss.; J. E. Magnus, Chicago; 
Russell Davis, Columbus, Ohio, Vice-Presidents; 
G. D. Ratliff, Jackson, Miss., Secretary; J. 
Kroll, Washington, Treasurer; P. L. Baldwin, Wash- 
ington, Executive Secretary. The three-day meet- 
ing of the Association was attended by more than 
500 mutual agents and company representatives, who 
heard a number of outstanding speakers upon timely 
subjects. 


402, ILLINOIS INSURANCE DEPARTMENT. Once again the 
Illinois Insurance Department will be host at 
the Headquarter's suite in the La Salle Hotel, 
Chicago, for those in the city on December 2 en 
route to the midwinter meeting of the National As- 
sociation of Insurance Commissioners in New York. 


403. SELF-INSURANCE CONDEMNED. The proposal that 
the State of Maine as self-insurer of the properties 
of that commonwealth met with strong opposition 
at a hearing conducted by the Legislative Research 
Committee which studies governmental functions at 
Augusta on October 24th. The group opposing the 
proposition was headed by Paul J. Jullien, Water- 
ville insurance man and unsuccessful Democratic 
candidate for Governor in the last State election. 


404, RATE INCREASE. The Illinois Insurance Depart- 
ment has approved the 15% rate increase on taxicab 
business in Illinois filed by Citizens Casualty 
and Manhattan Mutual of New York. According to 
the two companies which write over 95% of the taxi- 
cab business in Illinois, war conditions including 
depreciated equipment and unusually heavy taxi 
traffic in areas where there are war industries 
account for the increased losses making the rate 
advance necessary. 


405, HEADS DEPARTMENT. Harry B. Simpson, who for 
the past twelve years has been supervising engineer 
in charge of boiler and machinery underwriting and 
engineering for Eagle Indemnity, Globe Indemnity 
and Royal Indemnity at Chicago, has been named man- 
ager of the Boiler and Machinery Production Depart- 
ment of Lumbermens Mutual Casualty Company's 
Southeastern Division with headquarters at At- 
lanta, Ga. 


406, TAX REDUCTION. Governor Carr of Oklahoma at 
a recent press conference has stated that he is in 
favor of reducing the insurance premium tax in that 
state. The state has had a difficult fiscal prob- 
lem and word has recently been circulating that if 
the present 4% tax could be collected for another 
year or two it would be a big help to the govern- 
ment and that a reduction might then be expected. 


407. HURRICANE LOSSES. While estimates of the ul- 
timate total are still tentative it is believed 
that the insured losses attributable to the Sep- 
tember 14 hurricane along the northeastern sea- 
board will amount to at least $10,000,000 which 
would make the storm as costly to insurers as the 
1938 hurricane. In addition it is estimated that 
there will be something more than $1,000,000 in 
marine insurance losses principally on yachts and 
small crafts. 


408, EDWARD L. McMANUS. Edward L. McManus, Insur- 
ance Director of the American Hotel Association 
and well-known throughout the United States died 
October 26th when he apparently fell from an exten- 
sion roof of the Hotel Lexington in New York City. 
He had been in poor health for some months. Mr. 
McManus was born at Nattick, Massachusetts on 
March 24, 1886 and was graduated from Andover 
Academy. He first entered the insurance business 
with Liberty Mutual Insurance Company of Boston 
and later organized the Brewers Mutual Insurance 
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Company of New York City. In 1930, he became as- 
sociated with the American Hotel Association and 
during the past fourteen years has been active in 
hotel insurance matters, being instrumental in se- 
curing for that business a separate classification. 
Surviving is his widow, a son, sister and brother. 


409. AGENT QUALIFICATION. The Insurance Depart- 
ment of the State of California has completed and 
placed in the hands of Commissioner Maynard Garri- 
son for his consideration the text of a book for the 
guidance of prospective applicants for licenses as 
insurance agents, brokers and solicitors. The 
proposed book will contain portions of the insur- 
ance code of California and when finally completed 
will be published by the Insurance Department. 


410, ANNUAL MEETINGS. The 49th annual convention 
of the National Association of Mutual Insurance 
Companies and the annual meeting of the Federation 
of Mutual Fire Insurance Companies were held at the 
Drake Hotel, Chicago, October 30th to November 2nd 
inclusive, with a large attendance of mutual com- 
pany executives and a program devoted to present 
day problems and post war planning. Under the 
chairmanship of President George A. McKinney of the 
Federation and President John H. Rolston of the 
National Association the delegates heard a number 
of speakers discuss various phases of the legal 
status of insurance resulting from the Supreme 


- Court decision in the S.E.U.A. case and partici- 


pated in a number of round table sessions on such 
subjects as "Wages and Hours Regulations", "Post- 
war Commercial Air Line Insurance", "Post-war Traf- 
fic Safety" and "Catastrophe Loss Adjustments". 
Among the fifty or more speakers were included S. 
Bruce Black, President, Liberty Mutual Insurance 
Company, Boston; Donald S. Berry, National Safety 
Council, Chicago and Raymond C. Baker, Secretary, 
Mutual Fire Insurance Association of New England, 
Boston. Mr. George A. McKinney, Executive Vice- 
President, Millers Mutual Fire Insurance Associa- 
tion, Alton, Illinois, was elected President of 
the National Association and Mr. L. A. Mingenbach, 
President, Hardware Dealers Mutual Fire Insurance 
Company, Stevens Point, Wis., President of the Fed- 
eration of Mutual Fire Insurance Companies. 


411. MUTUAL MAN HONORED. G. Lester Marston of West 
Medford, Mass., Vice-President and Manager of the 
Claim Department of American Mutual Liability In- 
surance Company of Boston, was elected Grand Com- 
mander of the Grand Commandery, Knights Templar of 
Massachusetts and Rhode Island at their 14lst An- 
nual Conclave in Boston on October 25. Mr. Mars- 
ton, for many years active in Masonic affairs, is 
one of the better known insurance claims execu- 
tives of the country and has served upon numerous 
committees and in many official capacities in the 
work of national claims groups in both mutual and 
stock fields. 


412, PREMIUM VOLUME FOR 1943. 
Stock Companies: 


Fire (350 Cos.) $1,010,399,801.00 
Casualty (176 Cos.) 989 ,384,134.00 
*Life (297 Cos.) 1,369,968,921.00 
72... GH. ( 22. Cos.) 20.714 .804. 00 


$3,395 ,467,750.00 
Mutual Companies: 


Fire (2373 Cos.) $ 222,101,424.00 
Cas. ( 194 Cos.) 345 ,875,751.00 
Life ( 99 Cos.) 3,739,109,024.00 

**A, &H. ( 435 Cos.) 18,715,296.00 
Assessment A. & H. ( 





101) 67,013,743.00 
$4,592,815 .258.00 
Reciprocals & Lloyds: 




















Fire (37 Cos.) $ 40,262,251.00 

Cas. (47 Cos.) 8 *353,114.0 
$__120,615,365.00 

Fraternals: (177) $ 171,410,391.00 
Hospital Ass'ns (110) $ 87, 448, "783. 00 
State Funds ( 18) $ 118,744,052.00 
GRAND TOTAL. 22 se ce oe 6,501,579 .00 





* Canadian Business omitted. 
** Not incl. in Life. 
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The Function of Insurance in Workmen’s 


Compensation 


*By HENRY D. SAYER 
GENERAL MANAGER COMPENSATION INSURANCE 
Ratinc Boarp, New York 

T is a very great privilege that 

you have extended me to come 

here and talk to you this after- 
noon for a few minutes on the func- 
tion of insurance with respect to com- 
pensation. I am the more embold- 
ened perhaps to discuss that question 
because of the fact that there are 
many of you who are rather new in 
the Department, including some mem- 
bers of the Board, and some of you 
are not so new in the Department. 
As I look around I see the faces of 
those who were here when I was 
Industrial Commissioner twenty years 
or more ago—Mike Murphy here, 
your Deputy Commissioner, who was 
n:y calendar clerk, keeping me 
straight then and who has tried to 
keep me straight ever since that time, 
with more or less difficulty. 

Perhaps some of you have won- 
dered just what the function of in- 
surance is in workmen’s compensa- 
tion and why insurance occupies the 
important part in the compensation 
system that it does. Now in speak- 
ing to you, I speak as General Man- 
ager of the Compensation Insurance 
Rating Board. That is a fine-sound- 
ing name but what does it mean? The 
Rating Board was created in 1914 
prior to the effective date of the Com- 
pensation Law and has been in ex- 
istence as long as the law has been 
operative. It is an association com- 
prising in its membership all insur- 
ance carriers authorized to transact 
the business of workmen’s compensa- 
tion in this State. It was created in 
accordance with the provisions of the 
Insurance Law and exists by virtue 
of Section 181 of the Insurance Law 
and the sections immediately follow- 
ing. Under the supervision and with 
the approval of the Superintendent of 
Insurance the Board acts as a regu- 
latory agency for the writing of 
workmen’s compensation insurance. 
It makes the rates, it establishes clas- 
sifications of employments and de- 
termines the relative hazard of each 
class of employment and establishes 
a proper rate for each such classifica- 
tion, the rate being theoretically and 
accurately proportioned to the hazard 
of the particular industry. It ap- 





*An address delivered before the members of 
Industrial Board and other officials of New York 
State Labor Department on September 29, 1944. 


A delineation of the rate super- 
visory system in the Empire State 


proves policies, standard policy forms 
and endorsements and requires their 
use in accordance with the established 
Manual of rules and regulations for 
the issuance of insurance. These 
rules and regulations, when approved 
by the Superintendent of Insurance, 
become the law so far as insurance 
carriers are concerned. Now it is re- 
quired that a copy of every policy of 
insurance that is written in this State 
be filed with our Board. These pol- 
icies are examined, the rates are 
checked, any endorsements attached 
thereto are examined to see whether 
they comply with the rules of the 
Board. No coverage may be ex- 
tended for compensation insurance 
containing any provision whatsoever 
in the policy that is not in accordance 
with the standard form and approved 
in accordance with the rules and reg- 
ulations of the Compensation Insur- 
ance Rating Board. You may say, 
well, why does this form of insurance 
occupy so important a place in our 
economic structure and occupy such 
an important relationship to the ad- 
ministration of workmen’s compen- 
sation? No other form of insurance 
is so carefully supervised and regu- 
lated. Well, first and foremost, be- 
cause workmen’s compensation insur- 
ance is a required insurance. As you 
all know, Section 50 of the Compen- 
sation Law requires that every em- 
ployer subject to the Act shall secure 
the payment of compensation to his 
employees. That is; he must make 
certain that compensation benefits 
will be paid. He may secure the pay- 
ment of that compensation in one of 
four ways: He may insure in The 
State Insurance Fund, he may insure 
itt a stock company or in a mutual 
company or he may become what is 
known as a self-insurer by satisfying 
the Industrial Commissioner of his 
financial ability to pay compensation 
himself and by depositing with the 
Department securities of the kind 
specified in the statute to assure the 
payment of all of his just compensa- 
tion obligations. Our Board is not 
concerned with self-insurance; we 
have no jurisdiction in relation to it, 
but we are concerned with every 
other form of insurance, including 
that written by The State Insurance 
Fund, which is also a member of our 
Board. 

This whole compensation system 
cannot operate without insurance car- 


riers and we cannot, in a system that 
calls for periodic payments over a 
period of years, as compensation 
does, and we have cases that are be- 
ing paid by carriers today that are 
well-nigh thirty years old, we cannot 
leave the payment of compensation 
ever a period of years to the tender 
mercies or questionable stability of 
a non-insured employer, expecting 
such an irresponsible employer to 
make payments as they may be re- 
quired. The only way that the pay- 
nient of compensation can be made 
secure is through an insurance car- 
rier. 
ee @ @ 


The member companies of the 
Board do not feel that the Board’s 
function ends with the issuance of 
a proper policy. Of course, a copy 
of the policy is filed with us and is 
criticised by our examiners if not 
properly written or if some unfair 
competitive advantage has been taken 
or some misrepresentation has been 
made or something of that sort. In 
that event it becomes our duty to 
criticise that policy to the company 
that has issued it and to require the 
withdrawal of that policy, or its cor- 
rection by an endorsement to be filed 
with us, and that is done regularly, 
because if a company fails to conform 
its policy to the Board’s requirements 
it is then required to appear before 
one of our committees to show cause 
why its act or failure to act should 
not be reported to the Insurance De- 
partment and if the company persists 
in its refusal to correct its policy we 
have no option but to report to the 
Insurance Department that this com- 
pany is in violation of the Board 
rules, and before the Superintendent 
of Insurance the company may be 
subject to very stern disciplinary ac- 
tion. 


As I say, we are not content merely 
to see that policies are correctly writ- 
ten and that proper rates have been 
applied and the proper coverage af- 
forded. The companies feel, and our 
Board feels, that we have a respon- 
sibility to see, to the extent that it 
is possible or proper for us to do so, 
that our companies abide by the pro- 
visions of their policies. Now an 
insurance policy issued under the 
Compensation Law constitutes in a 


(Continued on page 20) 
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Opportunities and Problems of the 


Postwar Agent 


By ERNEST L. CLARK * 


MID the turmoil of war, in 
spite of ranting persecution by 
politicians, insurance in Amer- 

ica has made great strides. Cover- 
ages of all kinds have been made 
more comprehensive, costs have been 
steadily reduced, but more than any 
other development has been the: rais- 
iig of the standard in public esteem 
of the insurance agent and broker. 

suyers of insurance, beset by com- 
plexing problems of every nature that 
currently harass every person that 
tries to turn an honest dollar, have 
begun to realize the need for and the 
advisability of employing intelligent 
end sound counsel for the involved 
problems that arise in connection 
with insurance. 


This need has been met by the 
American insurance agents with more 
qualified service and knowledge, plus 
a realization of professional stand- 
ards necessary to cope with the posi- 
tion of trust in which they are vested 
by their assureds and insurers. 


Economists differ radically in their 
predictions for postwar business. The 
conservative view seems to predict a 
small business boom at the end of the 
war in Europe, followed by a mild 
depression until victory over Japan. 
Then a short depression until busi- 
ness gets set for a real reconstruction 
and refurbishing that will then fol- 
low, resulting in a tremendous boom 
with great changes in our way of life 
running for an unpredictable length 
of time, but which will surely be fol- 
lowed by a depression that is bound 
to come to pay for the follies com- 
mitted before and during this war. 


Come boom or depression the pros- 
pects for insurance are exceedingly 
bright, not only because of the tre- 
mendous increase contemplated in the 
number of automobiles in use, the 
probable development of popular use 
of the airplane, the increase in the 
number of small and new types of 
businesses and extension to new fields 
of existing ones, but also the tempo 
of the postwar life will be raised to 
a faster pace and more mechanical in 
its nature. This raise of tempo and 
mechanizing will mean greater risks 
to persons and property, which will 
raise the need for new and more 


forms of insurance of all types. 


*Before the National Association of Mutual 
Insurance Agents, New York, October 16, 1944. 


Also can be foreseen great prob- 
lems for executives of insurance com- 
panies, which will be squeezed be- 
tween rising loss ratios and reduced 
premium income due to the forcing 
down of all rates which has been the 
trend for some time. This also will 
have its effect on the income of the 
agent which must be offset by great- 
er volume, either by selling more 
comprehensive and better coverage to 
existing clients or additional clients. 

No man can build his future on the 
sole basis that he is connected with 
a particular company which happens 
at the moment to pay a uniquely high 
dividend or some similar reason, for 
the feature he depends on may at any 
time be swept from beneath him. The 
only sound basis any insurance com- 
pany can have to expect to share the 
fruits of the postwar period is a 
sound financial background, plus 
prompt efficient service, plus, and this 
is a big plus, a reputation for broad- 
ly honoring their contract obligations, 
not spelled out by technical phrases 
of legal wording but by protection of 
the losses that was intended when the 
premium was fixed and received by 
the insurance company. 


One of the postwar problems that 
must be given consideration is the 
returning soldier’s place in the insur- 
ance agency. He must be given his 
place and prepared for taking his part 
in the future of the business. Plans 
must be made for his education and to 
give him the experience so necessary 
to his future. The danger will be in 
pushing him too fast and injecting 
him too quickly into contacting the 
insuring public before he is truly 
qualified to competently advise and 
serve. It takes a great deal of knowl- 
edge and a greater amount of experi- 
ence to qualify an agent so he will be 
a credit to the profession—anything 
else is a disservice to the business and 
the public which it serves. 

It matters not whether an agent 
represents a stock company or a mu- 
tual. There should be a cooperative 
bond binding all who have the great 
institution of insurance at heart. 
There is room in American life for 
both forms of carriers and a need for 
both. American business has always 
advanced when stimulated by healthy 
competition; it is necessary for our 
progress. All insurance men, regard- 
less of affiliation, should work to- 
gether for the common interest of 


the business and its rise in public 
esteem, banding together to fight 
forces that would try to attack it— 
resist as one any operation of insur- 
ance by government, either state or 
federal. Public operation of insur- 
ance is repugnant to the American 
way of life, and contrary to the basic 
teaching that made America the great 
country she is today and the greater 
country she will be in the postwar era. 

The postwar road offers an oppor- 
tunity to the insurance profession, 
particularly to the agent, to go for- 
ward bettering the great record of the 
past ; the agents taking their place as 
authorities on insurance with profes- 
sional standards of ethics and trusts. 
The agent must keep abreast at all 
times with the latest developments in 
insurance protection, the latest deci- 
sions of the courts affecting insur- 
ance, and the latest methods of loss 
prevention, so that always he can 
competently advise his clients. 

Serious postwar competition which 
all agents will have to face will come 
from the national finance companies, 
who have acquired their own insur- 
ance institutions and are already lay- 
ing their plans to capture or acquire 
all types of insurance in connection 
with any items which they may fi- 
nance, such as automobiles, etc. The 
agent will have to see that no coer- 
cive methods are used, and that the 
right is maintained of any individual 
to purchase his personal insurance 
from his own insurance advisor, who, 
being familiar with his interests and 
having only his interests to serve, is 
in a position to better and more ade- 
quately take care of his insurance re- 
quirements in an insurance company 
not prejudiced by ownership in favor 
of a third party which might have a 
disputable interest in any claim that 
might arise. 


One of the great problems that will 
face the postwar agent is the assist- 
ance in the very difficult decision as to 
what forms of insurance should be 
carried by small businesses. He can- 
not advise too many forms because 
the total cost to a small business 
would be prohibitive, nor can he ad- 
vise that any risk go uninsured if a 
happening is reasonably _ possible 
which might wipe out the financial 
strength of the business, resulting in 
its failure. 


(Continued on page 24) 
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Post-War Competition for Automobile 


Insurance 


By MARK KEMPER 
TREASURER, LUMBERMENS Mutuat CASUALTY 
OM PANY 

ROGRESSIVE agents that are 

preparing their post-war plans 

have been giving considerable 
thought to the subject of increased 
finance company competition. Many 
agents have undoubtedly reached the 
conclusion that they will have less op- 
portunity to secure this business in 
the immediate post-war period. There 
is, however, little reason for such 
pessimism. 

It is a fact that most cars on the 
highway today are entirely paid for 
and are debt free. It is also true that 
there is a large pent-up purchasing 
power which will be used to buy new 
automobiles. There are reasons too, 
for believing that people will not cash 
in their bonds nor use their recently 
acquired savings to pay cash for an 
automobile. In other words, every- 
thing seems to point to the fact that 
most people who want new cars will 
use finance facilities if they are avail- 
able at reasonable rates. 

This is where the agent has his 
real opportunity. The situation is not 
only a challenge to the ingenuity and 
industry of the agent and the insur- 
ance business, but it is an opportunity 
for the agent to recover the insurance 
on the cars that are debt free, and to 
lay plans to secure fire, theft, and col- 
lision insurance on new automobiles 
as they are financed. 

If the agent is to again secure the 
fire, theft and collision premiums on 
new cars that are financed and of 
which he was deprived in pre-war 
years, and more important if he is to 
secure his share of the bodily injury 
and property damage insurance on 
these new automobiles, he must make 
his plans now. Certainly one need 
not be a pessimist to forecast the 
gradual encroachment of the finance 
companies through owned insurance 
corporations, upon the field of bodily 
injury, property damage and other 
collateral insurance lines which the 
agents have always looked upon as 
their domain. 

A real opportunity exists for the 
agent to maintain his place in the pic- 
ture, especially if he will call to his 


Ep1tor’s Note: “The importance of finance 
company competition has caused one of the 
prominent mutual casualty companies to suggest 
a method of approach which should be of special 
interest to our readers. While this article refers 
primarily to the problem of the agent all produc- 
ers will be faced with an equally serious situa- 
tion.” 
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With this again a familiar scene a new crop of automobiles will engage 
the interest of the insurance agent 


aid the local banks ‘who are interested 
in the consumer finance field, for rea- 
sons of their own, and who, together 
with the agent can form a partner- 
ship that is sure to give both of them 
a larger market for their services. 
This outlook has been characterized 
as “a golden opportunity for insur- 
ance agents and banks.” 

In the period immediately preced- 
ing World War II, the banks were 
developing more and more interest in 
handling the financing of automobiles 
that had formerly been handled by 
the finance companies. This increased 
interest by the banks in the financing 
of consumer goods has been stimu- 
lated by the large funds available, 
the rapid decline in commercial loans, 
and the difficulty of finding sound in- 
vestments that produce a satisfactory 
rate of return. The financing of con- 
sumer goods has been so standardized 
and so thoroughly developed that 


banks feel they can handle this financ- 
ing efficiently in large volume and at 
low cost. These loans have the ad- 
vantage of being paid back in equal 
monthly installments, within a short 
period, and at a very satisfactory re- 
turn. A recent estimate by the Amer- 
ican Bankers Association indicates 
that as many as 93% of all banks in 
the nation will be equipped to handle 
this business, when cars once again 
become available to civilians. 
Opinions vary as to when new cars 
will be available, but better opinion 
seems to be that new cars will be 
available to civilians within two or 
three months of the cessation of the 
European War, and larger companies 
will be able to deliver cars within five 
months. The serious effort that 
banks are making to capture a sub- 
stantial portion of the consumer fi- 
nancing business has caused the fi- 
nance companies to reappraise their 
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position and to take steps to meet 
this competition. The finance com- 
panies recognize that they will have 
to further expand their local organ- 
izations and render better service to 
the dealer. To accomplish this, they 
plan to establish more local service 
branches to simplify the finance de- 
tails for the dealer and provide him 
with facilities for handling fire and 
casualty insurance as an insurance 
agent. 


Finance companies realize that the 
severe competition for consumer 
loans and more particularly, loans on 
automobiles will result in a finance 
rate war. Such competition will have 
the effect of reducing the net rate 
which the finance companies collect 
on all financing they handle, which 
will in turn reduce their net income. 
They also realize that since their main 
competition for financing will be 
coming from the banks, they cannot 
expect the latter to reduce the rate 
of interest on the money that they 
must borrow to provide operating 
funds. In the past, to provide work- 
ing capital, finance companies have 
borrowed up to five times their net 
worth from the banks. ‘To offset this 
reduced operating margin, a number 
of the finance companies have ac- 
quired or organized casualty as well 
as fire insurance companies, so that 
they will have the benefits of the 
profits on insurance written by the 
dealers. : 


There can be no question that the 
finance companies are going to take 
the bank competition seriously and 
will adopt a very aggressive program 
which will include not only the effort 
to maintain their volume of financ- 
ing but procure a substantially in- 
creased volume of casualty and fire 
insurance business. It appears that 
the finance companies are taking ad- 
vantage of the interruption of the 
manufacture of civilian automobiles 
to become an important competitive 
factor in the sale of casualty insur- 
ance. This situation is serious be- 
cause finance companies are well or- 
ganized, and through their intensive 
program will have an opportunity 
through automobile dealers to write 
casualty insurance on new cars that 
will be manufactured. It would fol- 
low that if they are going to be suc- 
cessful, the present agent or producer 
will be left out of the picture just as 
he was in the case of fire, theft and 
collision coverages. It would also 
seem to follow that since the casualty 
companies depend upon their repre- 
sentatives to produce automobile in- 
surance, they will stand to lose a sub- 
stantial volume of casualty automo- 
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bile insurance if the agent does lose 
out. 


When a person buys a car, the au- 
tomobile dealer will have the first and 
the best opportunity to sell the pur- 
chaser all of the insurance he needs 
and include the premium with the 
financing of the car itself. Being one 
of the effective types of salesmen, the 
automobile dealer has an exceptional 
opportunity to get the signature of 
the purchaser on a finance contract 
before the insurance agent even 
knows that the prospect is considering 
the purchase of a car. 

The situation will carry grave con- 
sequences for the agent unless this 
competition is properly and_intelli- 
gently met. Only if the insurance 
agent is equipped to give a complete 
service and adopts a strong and ag- 
gressive program, will he be able to 
retain his clients. This threat means 
that the agent must provide financing 
facilities on a competitive basis and 
at the lowest possible financing cost. 
Thus the agent has, through furnish- 
ing financing service, an opportunity 
to tie both his customers and the bank 
even closer to him than in the past. 
The agent must perform enough of 
the services in this program to con- 
tinue to hold his automobile premium 
income. For example, he may well 
have to assume responsibilities for 
preparing financing papers, and de- 
livering the check to the dealer in 
payment of the car. Once his rou- 
tine is established, the time involved 
should not add greatly to time re- 
quired to negotiate the insurance so- 
licitation. 


Generally speaking, the best source 
of finance service at the present time, 
is the local bank. Many of the banks 
have adopted plans and have had ex- 
perience in handling automobile fi- 
nancing. A special committee of the 
American Bankers Association has 
prepared a manual for banks’ use, 
which acquaints them with all of the 
important problems involved in con- 
nection with the proper handling of 
the business. Every bank probably 
has a copy or can easily secure one. 


Many banks in small localities and 
some of the banks in larger cities, 
either directly or indirectly, operate 
insurance agencies, and so it is pos- 
sible that some banks may aim to be- 
come competitors for the insurance 
on financed cars. The general atti- 
tude of the banking fraternity, how- 
ever, is not such and the majority 
will undoubtedly be glad to cooperate 
with the insurance agents in order to 
get the additional volume of financing 
that this cooperation will bring. It 
should not be difficult to show the 
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banks that have insurance agencies 
that by cooperating with the insur- 
ance agent they will not only get the 
automobile financing but will have 
the first opportunity to get the financ- 
ing of the other consumer goods such 
as refrigerators. The fact remains, 
however, that unless the mutual agent 
has a financing plan and effectively 
offers it to his policyholders, he may 
find that a competing bank or finance 
company will provide the financing, — 
and without malice, direct the placing 
of insurance in another carrier. 
Should the plan of the finance com- 
pany be successful and there is every 
indication that it could be, the agent 
will suffer a substantial reduction in 
his premium income. To an agent, 
this means a reduction in his commis- 
sion income which he may never re- 
capture. 


Some progressive agents have al- 
ready made arrangements with their 
banks for handling of financing. 
While banks seem to offer the great- 
est advantages to the producer, a 
number of agents have made arrange- 
ments with local finance companies to 
handle their financing need and have 
been completely satisfied. The agent 
should be certain, however, that there 
is no conflict of interest which would 
make this arrangement an unsatisfac- 
tory one. Addition of these financ- 
ing facilities should make it possible 
for the agent not only to retain the 
casualty insurance but also make it 
possible for him to recover the fire, 
theft and collision insurance premi- 
ums which were formerly placed by 
the finance companies. 

Once the financing facilities have 
been arranged, the agent should pre- 
pare his sales and promotional plan 
for use in meeting this competition. 
This should include publicity mate- 
rial and stuffers that can be sent out 
to his customers or prospects with 
every letter, bill, and policy. It is 
important that the agent keep in close 
contact with his customers so that he 
will know their plans and will be able 
to anticipate their purchase of auto- 
mobiles. In the last analysis the 
agent is a specialist, devoting a major 
portion of his time to the insurance 
business. It is only natural, therefore, 
that the buyer should look to the 
agent for protection, and the agent in 
turn should forcibly keep in the mind 
of the prospective automobile pur- 
chaser, the service and protection 
which he offers. 

The rapidly approaching end of the 
European phase of the war suggests 
that completion of these plans are of 
immediate importance. There is no 
alternative if the agent is to protect 
his individual automobile volume. 
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EVALUATING THE FUTURE 


(Continued from page 8) 
1920—(by which time most of the 
states had adopted the doctrine of 
Workmen’s Compensation) and 
1930. 

With this acceleration of the mu- 
tual movement came a change in the 
acquisition methods pursued by many 
of the companies. 

For more than one-hundred years 
the mutual fire insurance companies 
in New England had_ operated 
through agents, many of whom rep- 
resented both stock and mutual com- 
panies. You need not be reminded, 
however, that most of the mutual fire 
and casualty companies came into ex- 
istence as class writers, and as such 
their business came to them at a very 
low cost for acquisition. There was, 
in the beginning, no particular desire 
upon the part of the management to 
have such companies grow larger 
than was necessary to provide a vol- 
ume and spread sufficient to assure 
the company’s financial stability. The 
purpose was to provide coverage only 
for those within the particular busi- 
ness to which the company was re- 
lated. The accumulation of a sub- 
stantial surplus was of greater im- 
mediate importance than the increas- 
ing of premium income. In conse- 
quence agents were not required in 
the obtaining of business. The com- 
pany was advertised by word of 
mouth and the business came in over 
the counter, or through a single agent 
who was frequently an officer; usu- 
ally the secretary of the company. 
Economy was the guiding rule in the 
management of such companies and 
the salaries paid were both modest 
and static. 

It was not long until the mutual 
companies, as a result of increasing 
public favor, found themselves faced 
with a public demand for expansion 
into the field of general insurance. 
When that expansion commenced 
there was of course need to spread 
the risks over a comparatively large 
territory, as a measure of safety. 
There came also a demand for new 
coverages and service in widely scat- 
tered centers where the company had 
“class” members; and to such de- 
mands the only answer was—agents. 
Thus about 1915—(and that date co- 
incides with the appearance of the 
early Workmen’s Compensation 
Laws )—the mutual move toward the 
agency system was further acceler- 
ated and today practically every mu- 
tual fire insurance carrier, excepting 
only those few which exist as running 
mates to direct writing casualty com- 
panies, is dependent 100% on agents 
for its business. 

ee @ ® 
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From the point of view of the in- 
surance agent the two most signifi- 
cant happenings during the period 
just covered were the establishment 
of an Insurance Department by the 
State of Massachusetts in 1855—and 
the organization of the National 
Board of Fire Underwriters in 1866. 
The first of these events spelled su- 
pervision and the second organiza- 
tion. From their beginning have 
grown two systems—which vitally af- 
fect every individual with whom the 
business of insurance has even the 
slightest connection. 





I need not burden you with a his- 
tory of the development of the super- 
visory system over the nearly 90 
years in which one State after an- 
other established insurance depart- 
ments. With that system you are well 
enough acquainted to know that it 
has operated effectively in safeguard- 
ing the public by requiring solvency 
in companies, equity in the determin- 
ation of charges for insurance pro- 
tection, and a high standard of prac- 
tice in its sale. To be sure, not all of 
the desirable features of the super- 
visory system under which we oper- 
ate today came into use over night. 
It took years to get some of them and 
in the getting there was bound to 
creep in some features which have 
proved to be unnecessary and unduly 
burdensome on the policyholder, the 
agent, and the company. Upon the 
whole, however, and especially since 
the creation of the National Associa- 
tion of Insurance Commissioners in 
1867, with its consequent coordina- 
tion of effort between the states, the 
system of state supervision has 
worked well. It is to be hoped it may 
continue, since it is the system under 
which the business has been devel- 
oped and under which the interest 
and benefit of the policyholder has 
become the first consideration of 
management. 


Just as the establishment of the 
Massachusetts Insurance Department 
marked the first step in State supervi- 
sion, the creation of the National 
3oard of Fire Underwriters marked 
the first step in company organiza- 
tion. Whatever back of the scenes 
reason, if any at all, there may have 
been for the organization of the stock 
fire companies we do not know; but 
it is significant that in the same year 
there was inaugurated the practice of 
allowing agents to issue policies 
which might later be withdrawn, if 
the company was not satisfied; and 
this permits the assumption that the 
agents themselves had, at that time, 
some sort of an organization which 


may have influenced the formation of 
the National Board. 

With the creation of the National 
Board other organizations naturally 
followed until today they are so nu- 
merous that a recent President of the 
National Association of Insurance 
Commissioners urged that body to em- 
ploy a full-time Secretary whose duty 
would be, in part, to keep track of 
the many organizations, their duties 
and relationships to the Association. 
At the present time more than 30 
stock company underwriting, regula- 
tory, and advisory organizations, 
many of them National in scope, are 
listed in Best’s and many more of 
limited scope are operating through- 
out the country. 

eee 

There is an old_= saying that 
“Knowledge is Power”. It might be 
equally pertinent to say that “Organ- 
ization is Power’. When the two 
are combined it should and does pro- 
duce a force which may be either 
dangerous or beneficial to its posses- 
sors—depending upon how it is used. 

In this business in which we are 
engaged we have witnessed some 
abuses of power through organiza- 
tion. Today the business of insur- 
ance is faced with the greatest prob- 
lem of its history and what the out- 
come may be no man can foretell. 
That problem comes as the direct re- 
sult of an alleged misuse of the power 
that rests in organization. Whether 
the allegations be true or false has not 
been determined and I shall not argue 
the question. What is clear to every 
observer is that the controversy grow- 
ing out of the South-Eastern Under- 
writers Association case has cast 
doubt upon the integrity of every or- 
ganized activity in the insurance busi- 
ness and threatens to wreck much ma- 
chinery designed for the public good. 

In the agency field itself we have 
had examples of organization influ- 
ence exerted in the selfish interest of 
small groups who were less concerned 
with the welfare of the companies 
they represented or with their own 
avowed purpose—and I quote—‘‘To 
support right principles and oppose 
bad practices in the business” than 
they were with their own temporary 
advantage. 





This has come especially in the ad- 
vocacy of laws designed to hamper 
the mutual companies in their devel- 
opment of new business and prevent 
the qualification of agents not affili- 
ated with the particular group which 
fostered the proposals. While gen- 


erally this misuse of organizational 
strength has been by stock agent 
groups, we cannot escape the fact that 
upon occasion they have been sup- 
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ported financially or otherwise by the 
companies they represented. Happily, 
most mutual agents possess such char- 
acter that any temptation to adopt 
methods of advancing their own in- 
terest at the expense of their com- 
pany, or the public, or even those 
with whom they may be in competi 
tion, is unthinkable. That is one of 
the things that strengthens the feeling 
that the mutual agency system is and 
will continue to be a superior organ- 
ization—superior in character—su- 
perior in intelligence—which can be 
relied upon to advance the mutual 
plan and the mutual companies with- 
out resort to deception or misrepre- 
sentation. 
ee ee @ 


[ must confess that at one time I 
viewed askance the move toward state 
and countrywide organization among 
agents representing mutual carriers. 
I have had a long experience in cer- 
tain branches of this business and an 
opportunity to view at close range 
the larger aspects of the competition 
between stock and non-stock systems. 
! have seen local agency organiza- 
tions lower themselves to the point of 
indulging in competitive practices 
that would be inexcusable under any 
decent code of ethics and indefensible 
save for the fact that insurance has 
not, until recently, been under the 
Unfair Practice Acts of the Federal 
Government. In the light of that ex- 
perience my fear that mutual agents, 
as the result of the power gained 
through organization, might become 
less jealous of the companies they 
represented or the policyholders they 
were serving, than they would be of 
their own interest, seemed a natural 
one. I can assure you, however, that 
any fear I may have had has long 
since been dissipated. I believe that 
the mutual agency system is above 
the intentional doing of anything like- 
ly to harm or belittle mutual insur- 
ance in the eyes of the American pub- 
lic. While competition may occa- 
sionally prompt a feeling antagonis- 
tic to carriers operating upon other 
than the agency plan, I have not seen 
nor do I expect to see it result in any 
action calculated to advance the in- 
terest of the individual at the expense 
of the enviable reputation enjoyed by 
mutual insurance as ‘an institution. 
If, at this time, I were to venture a 
single word of advice to those who 
compose this Association it would 
take the form of a plea that you ever 
bear in mind the potential danger that 
resides in organized power and that 
you guard against that which for the 
moment offers temporary advantage, 
but is without promise for the future. 

ee @ ® 
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If I were now to drop the mask of 
a business historian and attempt the 
hazardous undertaking of predicting 
what the future may hold for you as 
mutual agents, I would say that the 
future will be just what you make it. 
That is a trite observation, but its 
essence is truth. All I would be will- 
ing to add to it is the statement that 
from my point of view the future 
will present opportunities not even 
dreamed of by those sound thinking 
Colonials who started the insurance 
companies organized in the 18th Cen- 
tury. Mutual insurance, which you 
represent, has travelled a long dis- 
tance in the 192 years of its exist- 
ence. During that period it developed 
under the guidance of men whose 
three-fold purpose was financial sta- 
bility, service to policyholders, and 
prevention of losses. For more than 
150 years it operated in large part 
without the benefit of agents and the 
underwriting rested in the hands of 
some executive officer of the com- 
pany. It is only within my lifetime 
and the lifetime of some of you older 
agents that expansion, resulting from 
a fuller public appreciation of the 
value of the mutual plan, induced 
company management to entrust the 
future welfare of the institution to 
widely scattered agency organizations 
and to depend upon those agents to 
not only secure the business but also 
to underwrite it and in many cases 
settle the claims when they arose. I 
can think of no other business which 
has so completely entrusted its des- 
tiny to persons with whom the re- 
sponsible management has so little di- 
rect contact. Yet it is true that most 
agents have less than a speaking ac- 
quaintanceship with the ranking ex- 
ecutives of the companies they repre- 
sent, and it is equally true that those 
executives would not know 99% of 
their agents if they were to pass them 
on the street. 


In entrusting the future prosperity 
of its companies to those who com- 
pose its agency organizations mutual 
management has done two things. 
First, it has insisted that only those 
individuals of recognized integrity 
and high standing in their own com- 
munities be appointed as its agent 
representative ; and second, it has re- 
posed great confidence in such agents 
once the selection has been made. 
That fact should be recognized by 
every agent. If he will couple with 
that recognition a full appreciation 
of the additional fact, that with others 
of his kind, he has shouldered the 
responsibility for the welfare of the 
institution he represents, the future 
of the business will be one of expan- 
sion—one of increasing public con- 
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fidence—and one of enlarging pros- 
perity on the agents’ own account. 

In the period since the automobile 
has become an almost necessary part 
of our existence, millions of people 
have been educated to the value of 
liability insurance. 

Workmen’s Compensation Laws 
have brought other millions to an ap- 
preciation of the importance of in- 
surance in industry. 

Federal old-age and unemployment 
insurance laws have impressed the 
whole of our population with the 
value of insurance as a social factor. 

The development of new and 
broader coverages by the insurance 
companies has contributed to a full- 
er public appreciation of the advan- 
tages of insurance. 

The trend is unmistakable. 

ee @ @ 

At the present time insurance is 
going through a major operation. 
What the outcome may be, we do not 
know. At the same time we are ap- 
proaching the close of an era which 
has proposed some of the greatest so- 
cial, economic, and political changes 
in the history of the world. The 
wisest of men are unwilling to fore- 
cast what the next century may bring 
to us. It does not however require 
a particularly wise man to predict that 
the era we are entering will bring a 
far greater public appreciation of the 
necessity and benefit of insurance 
protection than has ever before ex- 
isted. 

If you, as American citizens, will 
guard and preserve your Constitu- 
tional grants — and as_ insurance 
agents adhere to the honest principles 
laid down by those who created in 
America the institution you now 
serve, and which serves you, your fu- 
ture will be a thousand times brighter 
than any prophet or sooth sayer could 
possibly predict. 
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INSURANCE IN WORKMEN'S 
COMPENSATION 


(Continued from page 14) 


broad, general way a promise on the 
part of the insurance company to pay 
compensation to an employee when he 
is injured in accordance with the pro- 
visions of the law, or to the depend- 
ents of a deceased employee, and to 
pay for proper medical care and at- 
tention. That is a broad statement. 
There are, of course, many condi- 
tions, many qualifications that we 
need not go into; they are of a highly 
technical nature. 


Every company reports to us with- 
in) six to eight months of the termin- 
ation of the policy period (policies 
are issued for an annual period) on 
a prescribed form the amount of pay- 
roll which has been expended by the 
employer under each classification 
during the term of the policy, the 
amount of premium that has been 
earned and the amount of losses in- 
curred. By incurred losses we mean 
beth losses paid and loss reserves to 
carry payments into the future. This 
information furnishes a statistical ba- 
sis and background for the estab- 
lishment of premium rates and these 
rates are adjusted annually. We take 
a certain number of years of experi- 
ence and we average those. We bring 
them up to the current law level by 
« mathematical factor, having in 
mind that the Compensation Law is 
amended from year to year and there 
may be changes in benefits. A ratio 
is determined by applying the in- 
curred losses to the payroll exposure 
of all employers within a given clas- 
sification. That ratio largely deter- 
mines the amount of money that must 
be raised by the premium rates as- 
suming that the next year will pro- 
duce approximately the same losses 
that were produced in each of the 
years for which experience is used. 
At each rate revision we drop off the 
earliest year in our experience period 
and add the latest year so that our 
averages are moving averages, con- 
stantly keeping up as near as possible 
to the present. I mention that be- 
cause you can see by the very struc- 
ture what is required by law and 
what has been developed in practice 
and through a formula devised by the 
Board. Incurred losses have an im- 
mediate effect upon the premfum 
rates. If the losses become exces- 
sive, the rates will have to go up and 
industry will have to pay the higher 
rate accordingly. If the 
down over a period of years the rates 
go down. In this way industry’s 
burden is directly affected by the 
For instance, we had a re- 


losses go 


losses. 
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duction on the first of July of this 
year amounting to 9%, probably due 
to higher payrolls during the war pe- 
riod. Thus you see that rates are 
constantly adjusted to reflect the 
most recent experience comprising 
payrolls and losses developed from 
year to year. That fact gives us the 
right and the duty to see to it that 
our members pay their losses prompt- 
ly, pay them fully and conform in all 
respects to their obligations. And 
may I say this: I do not believe that 
any insurance company would write 
a policy with its tongue in its cheek 
and with the deliberate intent that it 
is not going to live up to the terms 
of its contract. Any such company, 
if there were such, that had that at- 
titude of mind and pursued that pol- 
icy could never sustain itself; could 
never stand up in the keen competi- 
tive game or with the close supervi- 
sion that exists in this field. It would 
lose business and the net result would 
be that it would either have to go out 
of business or change its method of 
doing business. I have close rela- 
tions and acquaintance with insurance 
executives, from presidents down. I 
know the honorable character of 
these men. I know their honest busi- 
ness motives—and these are the men 
who determine company policy. I 
know probably many more company 
executives than I know hearing rep- 
resentatives. You, on the other hand, 
know these companies only through 
their hearing representatives. To you, 
the hearing representative speaks for 
the company and he is, in your eyes, 
the company. These executives are 
all human and so are the hearing rep- 
resentatives all human, just as you 
all are human and claimants are 
likewise human. We have not yet 
reached that state of ethical develop- 
ment in society where truth is the 
absolute and universal rule. That 
goes all the way down the line. We 
have to judge a great human system 
by the individuals that go to make up 
that system. They are good, they 
may be mediocre, they may be bad. 
We believe, taken by and large, they 
are good. I am reasonably sure that 
the principal executives of the com- 
panies, those who are responsible for 
company policy, don’t want their men 
to take advantage of an injured work- 
man. I will take any case that you 
can name to the executive of a com- 
pany and show that company that 
here is a man who received an injury 
that is disabling in the course of his 
employment, and that executive will 
say that this man should be paid com- 
pensation and paid promptly. I re- 





call a hearing representative who has 
just come to my mind, whom many 





of you know, who has been connected 
with one of our companies for a great 
many years. Ten years ago he told 
me that he had attended a meeting of 
company representatives and he was 
called upon to state his experience. 
He got up and told how he had saved 
kis company a $5,000 loss and he told 
it with a considerable degree of brag- 
gadocio. Perhaps he put it on a 
little. He wanted to make a hit with 
the boss. The Vice-President of the 
Company who was presiding, gave 
him the worst dressing down he had 
ever had in his life. Said the Vice- 
President: “I want you gentlemen to 
understand that this company does 
not tolerate the kind of tactics dis- 
played in this case. I am going to 
have a memorandum of this case 
placed on my desk and see that that 
case is independently examined. I 
don’t want to hear this representative 
or any representative ever come be- 
fore the company and brag about how 
he won a case.” That shows a pretty 
high degree of character on the part 
of the company. But that was an 
executive who had a broader view- 
point than its hearing representative. 

My purpose in talking to you is 
that you come into intimate contact 
with these hearing representatives. 
Let us imagine, if you will, that there 
was no insurance involved in work- 
men’s compensation and that: every 
employer directly paid compensation 
benefits to his own employees. You 
sometimes become irritated at the 
methods employed by some company 
representative who comes before you. 
Think what it would be like if you 
had the representatives of a hundred 
thousand employers come before you 
every year individually, and instead 
of talking to an insurance man who 
knows something about the law and 
knows your procedure, you had to 
deal with a hundred thousand individ- 
ual employers or their representatives. 
How much would it slow your work? 
How many irritations would you 
have? How long would it take be- 
fore you were driven “nuts”? Well, 
we employ the best men available for 
these jobs. They are instructed by 
their companies to do a good job. Of 
course, they are not there to give 
away the company’s money, or indus- 
try’s money. Not at all. There are 
two sides to everything. There are 
controversies in many cases and 
rightly so, and if we had a tribunal 
before which 100,000 or 200,000 
cases are handled every year and 
there were no controversies, I think 
I would be very suspicious of it. It 
is not in the nature of the thing that 
so many people of clashing personal- 

(Continued on page 24) 
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POST WAR HORIZONS 


(Continued from page 7) 


tificate of “public convenience and 
necessity’ to operate a named service, 
the right to have this request consid- 
ered by a fair government authority 
—the CAB—and then the right, 
when the CAB has decided what 
service should be operated, to be con- 
sidered in competition with others 
who have made similar applications. 





Each of us feels that we can all 
do a better job under the stimulus 
of competition than we could do un- 
der the questionable blessing of single 
operation, whether it is called by the 
highsounding biblical name of “cho- 
sen instrument” or the common gar- 
den variety term of “monopoly”. And 
we submit that the whole theory of 
“chosen instrument” is un-American, 
and unnecessary from an economic 
standpoint. In my opinion there is 
no more justification for a “chosen 
instrument” in international air trans- 
portation than there is for a single 
steamship line on an_ international 
route, or for a single bus company or 
railroad having a monopoly on a do- 
mestic transportation route. Those 
who argue for a “chosen instrument” 
base their case on the example of 
European countries which in the past 
have either owned or heavily subsi- 
dized their transportation systems— 
railroad and steamship as well as air 
lines. America has reached.a sad 
plight indeed if it must look to Con- 
tinental Europe for guidance in the 
theory or the practice either of gov- 
ernment or of transportation. The 
countries of Europe with which we are 
at war have fascist systems of gov- 
ernment which we are spending mil- 
lions of dollars and thousands of lives 
to destroy. Fascism is the ultimate 
expression of the “chosen intrument” 
theory. 


As for the argument that a “chosen 
instrument” policy would minimize 
the need of subsidies, the facts prove 
exactly the opposite. It took our 
domestic airlines twenty years to get 
rid of subsidies, and they succeeded 
through competition. Today the gov- 
ernment makes money on the carriage 
of mail by competing domestic com- 
mercial air transportation companies. 
The only major United States airline 
still receiving a subsidy is one which, 
until the war, had a monopoly on its 
trade routes. Under monopoly there 
is no incentive to get out of the sub- 
sidy class. 

The opponents of competition try 
tc raise two bugaboos: (1) Talk of 
unregulated competition, and (2) 
Talk of need for an international pol- 
icy. Let no one be misled by either. 
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No one intends that there should be 
unregulated competition. The CAB 
and the President are to decide the 
routes to be flown and competition, as 
17 airlines use the word, means the 
right to be heard as an applicant. 
There is no need of drumming up a 
political issue through calls for “an 
international air policy.” The policy 
exists under the laws as I have stated. 
It is always in the power of Congress 
in regular session to change the laws. 
Fortunately, new laws will not be 
needed. 

None of the seventeen airlines 
wishes to tear down the excellent 
achievements earned by any airline, 
or rob anyone of routes already pion- 
ecred and currently served. But there 
are nine domestic airlines engaged to- 
day in international operations all 
over the world under contract either 
to the Air Transport Command or to 
the Naval Air Transport Service, 
and they can see no reason why they 
should not be given an opportunity to 
put the knowledge they have gained 
during this war to the ends of peace. 
American Airlines alone, if I may be 
permitted to mention my own com- 
pany, has made literally thousands of 
transatlantic crossings, is currently 
making hundreds of North Atlantic 
crossings a month for the Air Trans- 
port Command, was one of the ten 
domestic airlines which flew men and 
material to the defense of Alaska in 
the summer of 1942 and was the only 
domestic commercial airline assigned 
to flying (cargo) over the Hump be- 
tween India and China. It was an 
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American Airlines crew which made 
the first survey flight from New- 
foundland to North Africa, flew ‘the 
first mail into Oran after the North 
African invasion, flew the first C-54 
across. the Pacific, and brought back 
the first wounded from the invasion 
of France. And it was an American 
Airlines pilot on military leave from 
the company who made the first non- 
stop record flight from London to 
Washington. 
ee @ @ 


I cite these accomplishments be- 
cause I am familiar with them, but 
I am sure that the other domestic air- 
lines engaged in international opera- 
tion have equally exciting stories to 
tell. Transoceanic flying is no longer 
a mystery closely guarded by a few 
individuals working for one airline— 
it is routine to hundreds of crews 
today. 

Only by permitting the domestic 
airlines to engage in international op- 
erations can the full opportunities of 
air transportation be realized. The 
thing which distinguishes air from 
every other medium of travel is that 
it has no boundaries, no limitations 
of ocean or mountain or desert. In- 
ternational air transport differs from 
domestic air transport only in that it 
connects different countries as well as 
different cities. 

If the principle of regulated com- 
petition is expanded from domestic 
to international air transport, it will 
be possible to give the citizens of 


(Continued on page 23) 
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A larger movement of freight by air looms upon the postwar horizon 











22-——November, 1944 


CONSTITUTIONAL ASPECTS 
OF STATE REGULATION 


(Continued from page 5) 

tice Douglas upheld the constitution- 
ality of the lowa use tax as applied 
to mail orders filled by direct ship- 
ment through the mails or a com- 
mon carrier from the company’s 
branches in other states direct to pur- 
chasers in lowa. The company is 
domiciled in New York and duly au- 
thorized to do business in lowa. For 
the court to uphold this tax was not 
of itself startling, since it had already 
gone to greater lengths in upholding 
sales taxes (McGoldrick & Berwind- 
White Coal Mining Co., 309 U.S. 33 
(1940)) than in any other part of 
the field of state power. The sig- 
nificance of the case with respect to 
state regulation is in the fact that 
counsel for Sears Roebuck, and Mr. 
Justice Roberts, dissenting, argued 
earnestly that the tax was invalid on 
the the line of cases dis- 
cussed above, most of which were 
cited. This dissenting opinion, in 
which the Chief Justice concurred, 
was a typical presentation of the 
“dogma” that the states may not di- 
rectly burden interstate commerce. 

In contrast, Mr. Justice Douglas 
looked at the whole nature of the 
company’s business, at the benefits 
which the company received from be- 
ing permitted to do intrastate busi- 
ness, and most of all to the fact that 
the burden imposed was not discrim- 
inatory. His attitude towards the 
use of “dogma” has already been 
quoted (supra, p. 3). 

These two examples place in an 
entirely new light the general prin- 
ciple that a state may not directly 
burden interstate commerce. It seems 
safe to predict that when a case in- 
volving either entrance rquirements 
on or regulation of companies en- 
gaged in interstate commerce is next 
presented, the court will decide it 
more on the basis of the facts and the 
economic considerations involved 
than on any time-worn dogma. There 
are, however, certain other limitations 
on the states’ power (still with re- 
spect to the “commerce clause’) 
which will undoubtedly still be fol- 
lowed : 

(2) The states may not regulate 
subjects which by their nature require 
a national uniformity and control 
which is paramount to any state in- 
terest. This proposition which is al- 
most self-evident, now arises most 
often in cases involving the federal 
government’s regulatory power. 
There would not seem to be anything 
about the insurance business which 
inherently demands national uniform- 
ity to the exclusion of local regula- 


basis of 
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tion, although unquestionably the fed- 
eral government could pre-empt cer- 
tain fields of regulation to the exclu- 
sion of state power if it chose to do 
SO. 

(3) The States may not discrimi- 
nate unjustifiably against interstate 
commerce or against foreign com- 


panies. 
The word “unjustifiably” is in- 
serted here with some _ hesitation. 


While in many early cases the dis- 
crimination which doomed a state law 
was certainly unjustified, it is only in 
such recent cases as Nelson v. Sears 
Roebuck (supra) that members of 
the court have actually expressed this 
qualification openly. In that case, 
the company made out an apparently 
good case of discrimination on the 
facts in the greater competitive bur- 
den it shouldered under the use tax 
than domestic companies. However, 
the court noted that equality was the 
theme of the tax, and pointed to the 
benefits which the company received 
as a foreign corporation from being 
permitted to do business in the state. 
It may well be expected that a varia- 
tion in conditions imposed which is 
directly related to the benefits granted 
by the state will likewise be upheld. 

(4) The states may not impose 
Lurdens on _ interstate commerce 
which bear no reasonable relation to 
the local interest involved. This 
final proposition is simply the balance 
which remains of the original princi- 
ple first considered, after its modifi- 
cation by the present court. It is im- 
plicit in all of the recent cases dis- 
cussed in other portions of this mem- 
orandum which held that the burden 
in question was reasonable. 


hb. Constitutional Local Regula- 
tion of Interstate Commerce 

The cases in whick local regulation 
has been held valid do not in fact 
offer as much help in solving the 
problem of insurance regulation as 
the implications drawn from the pre- 
ceding cases. Most of them could 
easily be distinguished, and the only 
hope that they may become useful 
precedents lies in the change in the 
court’s attitude and, perhaps, the fact 
that some of them are cited by Mr. 
Justice Black in the South-Eastern 
Underwriters Association case in 
support of his assertion that the 
states will still have some regulatory 
power. (See p. 1, supra.) (Cases 
cited in his opinion are indicated be- 
low by an asterisk.) 

Such of these cases as are in any 
way pertinent can be divided into two 
classes. 

(1) Cases Involving Local Health, 
Safety or Protection from 
Fraud 





It is well settled that in cases of 
health and safety the states may go 
considerably further in restricting 
and regulating interstate commerce 
than where ordinary business trans- 
actions are involved. Plumley v. 
Massachusetts, 155 U.S. 461, Patap- 
sco Guano Co. v. Hall, 171 U.S. 345, 
Bourjois v. Chapman, 301 U.S. 183 
(1937), *South Carolina v. Barnwell 
Bros., 303 U.S. 177 (1938), and 
cases cited therein. More pertinent 
are the cases in which the need to 
protect its citizens from fraud has 
led the court to permit restrictions 
which almost certainly would not 
have been permitted otherwise. In 
*Hall v. Geiger-Jones, 242 U.S. 539 
(1917) the court held valid the Ohio 
“Blue Sky Law” which required a li- 
cense from dealers in securities in 
the state, even though many of the 
securities came from outside the 
state. Similarly in *California v. 
Thompson, supra, a state law requir- 
ing licenses of transportation agents 
was held valid, and in Hartford Ac- 
cident & Indemnity Company v. IIl- 
inois 298 U.S. 155 (1936) a require- 
ment that commission merchants 
(who dealt primarily in interstate 
commerce) should obtain bonds and 
comply with many other requirements 
was held valid. 

The difficulty with these cases as 
analogies is that the court has in each 
one taken pains to point out that the 
subject of the burden is not inter- 
state commerce but a local instru- 
mentality thereof. The attitude of 
the present court, and the references 
by Mr. Justice Black to the cases 
starred above give reason to believe 
that the court may say that since in- 
surance is affected with a public in- 
terest, the states may therefore go 
beyond the above cases to the impo- 
sition of reasonable conditions on 
foreign companies. 

(2) Cases Involving Local 
Regulation 

Cases of this sort presuppose that 
a foreign company is already doing 
business in a state to an extent that 
at least some intrastate aspect is im- 
parted to its activities. And while 
it may be that the court will hold the 
bulk of insurance transactions to be 
interstate in their entirety, vet there 
is unquestionably more intrastate ac- 
tivity connected with them than in 
the ordinary case of a sale of goods 
across state borders. For that rea- 


son the following cases may well be- 
come apt. 
(a) Price-Fixing 

In Pennsylvania Gas Co. v. Public 
Service Commission, 253 U.S. 23 
(1920) a New York law fixing the 
rates which a Pennsylvania company 











could charge for gas shipped from 
Pennsylvania to customers in New 
York was held valid. This case, not 
consistent with other cases of that 
period in its permission of a direct 
burden on interstate commerce, was 
explained by the court in East Ohio 
Gas Co. v. Tax Commission, 283 U.S. 
465 (1931) on the basis that at least 
with respect to gas, the interstate 
commerce stopped at the New York 
line and becdme intrastate. Grant- 
ing the obvious differences between 
gas and insurance, the present court 
might well consider this analogy. 


In Townsend v. Yeomans, 301 
U.S. 441 (1931) the court upheld a 
state law fixing the charges for han- 
dling tobacco all of which was sub- 
sequently shipped in interstate com- 
merce. In Milk Control Board v. 
Eisenberg, 306 U. S. 346 (1939) a 
state law was upheld which fixed the 
price paid by the distributor to the 
farmer for milk, all of which was 
then shipped in interstate commerce. 
These cases are, of course, based on 
the fact that the burden is imposed 
before the product gets into inter- 
state commerce. 


(b) Other Regulation 


It has long been settled that a state 
may protect its citizens by prohibiting 
limitation of liability by carriers 
(Chicago, M. & St. P. Ry. v. Solan, 
169 U.S. 133) by requiring prompt 
payment of claims. (Western Union 
v. Commercial Milling Co., 218 U.S. 
406) or requiring an interstate car- 
rier to protect its employees in intra- 
state work by carrying workmen’s 
compensation insurance (Bb. & M. 


Ry. v. Armburg, 285 U.S. 234). 


The most pertinent case in this 
field is Arkansas-Louisiana Gas Co. 
v. Dept. of Public Utilities, 304 U.S. 
61 (1938). Here a Delaware cor- 
poration produced gas in Texas and 
Louisiana, delivering in Arkansas 
through pipe lines to (1) selected in- 
dustries and distributors in accord- 
ance with contracts made in Louisi- 
ana, and (2) ordinary customers. 


An Arkansas law required filing of 
rates, which the company refused to 
do as to its favored customers and 
distributors on the ground that with 
respect to them it was not a public 
utility and was engaged exclusively 
in interstate commerce. In holding 
the law constitutional, the court noted 
that “In such circumstances it may 
be highly important for the state au- 
thorities to have information con- 
cerning all its operations. We are 
unable to see that merely to require 
comprehensive reports covering all 
of them would materially burden or 
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unduly interfere with the free flow 
of commerce between the states. (304 
U.S. at 63.) 


No attempt has been made here to 
apply the principles considered spe- 
cifically to the regulation of insur- 
ance. The principal purpose has been 
to find and analyze the cases which 
may become precedents, and ascer- 
tain as far as possible what they re- 
veal as to the general attitude the 
court will take. While unquestion- 
ably these cases demonstrate that 
some present forms of state regula- 
tion of insurance will require modi- 
fication, or even recession, it appears 
justifiable to conclude on an over-all 
basis that the states will still be left 
with sufficient constitutional power to 
permit them to act effectively as the 
primary regulatory authority over the 
business. 
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Chicago direct service to Europe or 
to Asia or to South America. If 
these are not the principles adopted, 
and international operations must 
stop and start at the seaboard, for- 
eign-bound travelers will have to go 
through the same complications to 
which they are now subject by sur- 
face transportation — changing from 
one carrier to another when they 
reach the coast. The greatest ulti- 
mate goal of air transportation would 
be defeated at the start if this coun- 
try should commit itself to the “cho- 
sen instrument” policy—and Chicago 
would be one of the greatest losers. 


The benefits of air transportation 
are not alone material. Rapid trans- 
portation and communication systems 
have always promoted a broader com- 
munity of interest and understanding 
within nations. The successful inte- 
gration of our 48 states into one na- 
tion is, perhaps, an outstanding ex- 
ample of the removal of regional 
niusunderstanding and is a tribute to 
better communication systems, in- 
cluding rapid transportation. Air is 
the medium through which a greater 
understanding and deeper sympathy 
between nations can, if properly used, 
help to prevent future wars. 


Much of the opposition to having 
more than one airline represent the 
United States in the international air 
transport field is based on the as- 
sumption that there would not be 
enough traffic to make the operation 
of more than one line economically 
sound. Obviously it is impossible for 
anyone at the moment to predict the 
future volume of traffic to Europe 
or to any other point on the globe, 
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but it is a safe assumption that people 
are not going to travel less if they are 
given facilities for traveling more. 
Superliner steamship passenger traf- 
fic between Europe and the United 
States increased more than 220 per 
cent between 1928 and 1938, and even 
superliners did not travel fast enough 
tec make it possible for those with 
only two weeks’ vacation to spend 
them in Europe, whether they had 
money or not. Granted that the war 
has produced an expansion in air 
transport not warranted from a pure- 
ly economic standpoint, nonetheless, 
it would be idle to base predictions 
about postwar air transport on pre- 
war figures, and above all, on prewar 
psychology. Even the most gloomy- 
minded proponent of the “chosen in- 
strument” theory admits that “we 
have witnessed perhaps twenty years 
of normal air transport development 
crammed into the space of two.” 


The volume of traffic in postwar 
air travel will depend largely upon 
whether the fare is within the pocket- 
book limits of the larger income- 
groups. Conversely, fares can be 
brought within the reach of these 
groups only as volume of traffic de- 
velops. The aircraft manufacturers 
and the airline operators will supply 
the tools, but it is up to every individ- 
ual to finish the job of making this 
nation the greatest airfaring nation 
in the world. Our children all know 
the benefits of air power. We should 
not be keeping faith with them if we 
let them come back to an America 
which has not awakened to the real 
significance of air transportation ; or 
if they come back to find that the 
democracy for which they have been 
fighting has been brushed aside in the 
one industry in which they hope to 
find their own greatest future. 


Air power has come of age in the 
last three years. It has probably been 
the greatest single weapon in winning 
the victory which now seems within 
our grasp. It can be the greatest 
weapon for winning the peace and 
for bringing about a real community 
of thought among the nations of the 
world. But it must be allowed to de- 
velop under the principles which have 
made this country great—the princi- 
ples of honest competition and fair 


play. 
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INSURANCE IN WORKMEN'S 
COMPENSATION 


(Continued from page 20) 


ity, of markedly diverse interests, can 
make a system run without contro- 
versy. Therefore, we have to have 
men who are willing to stand up in 
controversies, but they should not 
over-reach. They should not take un- 
fair advantage. They should not pit 
their experience, derived over a pe- 
riod of years, against some poor fel- 
low who is unlearned and inexperi- 
enced, perhaps doesn’t know the law’s 
provisions. sut these men must 
properly represent their companies. 
They must aid their companies to dis- 
charge their obligation and that ob- 
ligation is to pay compensation 
promptly and as it accrues. And that 
is what every company wants. It has 
no right to pay money that it does 
not owe. It costs every company 
nioney to carry files on open cases. 
They will make money by closing 
these cases where they can properly 
be closed. No one wants to close a 
case until it is ready for closing. 

If you find that these representa- 
tives of ours and I use “ours” in a 
representative sense perhaps—I don’t 
employ them myself, they are the 
representatives of our members, if 
they don’t do their jobs properly, if 
a man characteristically is indifferent, 
is uncooperative or indulges in sharp 
practices or is not truthful, we want 
to know it. It doesn’t do any good 
for someone to go out and condemn 
a fellow on the outside for what he 
has done. Let us know through the 
proper channels of your Department. 
You have the means and method in 
this Department to let us know. My 
Board through its responsible com- 
mittee, the Governing Committee, in- 
structed me a couple of years ago to 
ey before this Department and [| ap- 
peared before the Commissioner and 
the Industrial Board to offer our full 
cooperation and to ask the Depart- 
ment to keep us informed of any 
company that is not living up to the 
proper standards that should prevail 
in this system. I ask tolerance for 
mistakes. Of course, that goes with- 
out saying. We must understand that 
in the heat of battle something may 
be said that should not be said. I 
have known referees to get just as 
hot under the collar as hearing men. 
But we don’t hold that against the 
person. But when a company repre- 
sentative pursues a course of conduct 
that is not properly representative of 
his company and does not properly 
carry out the obligations his company 
has assumed under its policy of in- 
surance, we would like to know it. 
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We have the means whereby these 
matters can be brought to the atten- 
tion of the principal executives to the 
end that the company’s representation 
before this Department will be some- 
thing that it can be proud of and that 
you will be well satisfied with. Let 
us have that type of cooperation be- 
tween the referees and our represent- 
atives—and cooperation let me say is 
a two-way track, it is not a single 
track, it goes both ways. We ask your 
cooperation in our difficulties and we 
do have lots of difficulties. We ask 
forbearance when me may be unwit- 
tingly at fault and we ask for your 
help and we want to extend our full- 
est cooperation to you. We cannot al- 
ways do what you ask. Requests 
may be made that cannot be complied 
with. 





When any case is reported to the 
company it must set up a reserve for 
it. These companies are examined by 
the Superintendent of Insurance 
every three years and their reserves 
are subject to criticism. An amount 
of money must be set aside to carry 
every claim to its maturity and if 
this is not done, the company is taken 
to task by the Superintendent. 


As I have said, being such an im- 
portant and vital part of compensa- 
tion administration, we cannot be at 
odds with one another. We must 
cooperate. Our companies want to 
cooperate with you. We hope that 
you will forbear to cooperate with us. 
If our people fall down on the job 
repeatedly, or where it appears to be 
willful, let us know and we will take 
steps to correct the practice. With 
such cooperation I think we can go 
on through the years and improve our 
administration very greatly. 





OPPORTUNITIES OF 
POST-WAR AGENT 


(Continued from page 15) 

His knowledge must extend to 
many more coverages than heretofore 
generally carried because they will be 
of prime importance. For example, 
use and occupancy, and profits insur- 
ance not only on the operation of the 
enterprise involved but also covering 
the possibility of loss because of de- 
struction of the source on which the 
business itself may depend. Compre- 
hensive liability insurance must also 
be considered as a definite must, leav- 
ing no loophole in the protection. 

With the increase in facility and 
speed of communication and trans- 
portation, postwar business will be 
more national in scope. The agent in 


the small communities and the large 
cities will no longer limit his view- 





point to local conditions and needs— 
his vision must extend nation-wide 
and in many cases world-wide. 


High mechanism creates new prob- 
lems of machinery insurance and the 
attendant risks, requiring the quali- 
fied agent to familiarize himself with 
their operation and the means of pre- 
venting losses and the many diversi- 
fied insurance protections offered on 
such equipment. . 


The watchword of insurance is 
service—service by the carrier sup- 
plementing service by the agent—for 
insurance is the handmaiden of in- 
dustry. 





It is a misnomer to call the quali- 
fied insurance agent an insurance 
salesman. He does not sell insurance 
any more than a surgeon sells an ap- 
pendectomy; he prescribes and fur- 
nishes the protection he knows is re- 
quired. 

The agent has himself to sell, his 
reputation and ability to build con- 
fidence in him on the part of his cli- 
ents so that they will automatically 
refer their insurance problems to him. 
Once having sold confidence, he need 
not worry about competition but can 
devote his efforts to further building 
that reputation and confidence, and 
an extension of his knowledge of in- 
surance and the problems of his cli- 
ents. 


If he will follow this lead, the post- 
war period holds out greater hope of 
prosperity for the agent and those 
that follow him in his great profes- 
sion. 





SELECTING 
MUTUAL RISKS 


(Continued from page 9) 
surance-wise unless given loss-pre- 
vention service and continued loss 
prevention education—something that 
most companies and agents aren’t 
now prepared to give. 

The companies and agents who 
have practiced selection of risks and 
education of policyholders and who 
have rendered loss prevention serv- 
ice are in a much better position to 
meet the lowered income situation 
than those who have not done these 
things. But they must now extend 
and intensify their efforts, for what 
has been done in the past isn’t go- 
ing to be good enough in the future. 
The insurance industry and every in- 
dividual who derives his livelihood 
therefrom is confronted with a seri- 
ous situation—not a theory, just plain 
arithmetic. The loss ratio must be 
held to that per cent of the premiums 
that is available for paying losses. 
There is no alternative. 
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Corporate giants or modest businesses are 
served alike by our program of protection 
and prevention for Workmen’s Compensa- 
tion policyholders. Company policy, not pol- 
icy premium, establishes the high standards 
of Michigan Mutual service. 


Large or small, new or old, every policy- 
holder is treated alike. Each receives a 
guarantee of financial indemnity against 
losses caused by injuries to employees... 
full Safety Engineering assistance to reduce 
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accidents .. . prompt claim service . . . and 
substantial dividend savings. 


The measure of Michigan Mutual service is 
complete protection, and prevention for 
every Workmen’s Compensation policy- 
holder. It’s a program that offers every 
policyholder the opportunity of helpful 
service and extra savings. Our representative 
will be pleased to give you details on it, 
at your convenience. 


MICHIGAN MUTUAL LIABILITY COMPANY 


163 Madison Avenue, Detroit 26, Michigan 


Founded 1912 


Workinen’s Compensation 





Automobile 


Dividend Paying 


General Casualty Insurance 


through its affiliate 


ASSOCIATED GENERAL FIRE COMPANY 


it writes Fire Insurance and Allied Lines 
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HE LITTLE FELLOW knows and wants good protection when 

he sees it. And business men who have experienced its 
benefits, know Hardware Mutuals policy back of the policy gives 
them better insurance protection. 

The policy back of the policy is simply a way of doing business 
that makes your interests our first consideration. It provides a 
type of service that in thoroughgoing fairness and cooperation 
goes beyond the mere written stipulations of the policy. For ex- 
ample, in Workmen’s Compensation and Liability Insurance, a 
complete safety engineering program is tailored precisely to your 
individual plant needs. Claims are handled promptly—always in a 


FEDERATED HARDWARE MUTUALS 


Hardware Dealers Mutual Fire Insurance Company, Home Office, Stevens Point, Wiscomin 
Mutual Implement and Hardware Insurance Company, Home Offre, Owatonna, Minnesota 


HARDWARE MUTUAL CASUALTY COMPANY 


Heme Office, Stevens Point, Wisconsin 
LICENSEO IN EVERY STATE 


HELP SHORTEN THE WAR 
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sympathetic, equitable way that fosters good industrial relations. 

The policy back of the policy will safeguard your interests also 
in other types of insurance— Automobile, Fire and allied lines, 
Burglary, Plate Glass, General Liability, etc. And remember 
this important fact: Dividend savings, made possible by insur- 
ing only selected risks, have been returned to policyholders. 
These total over $87,000,000.00 since organization. 

Experienced, full-time representatives provide convenient, 
nation-wide access to improved service and savings with the 
policy back of the policy. Send today for a free copy of our 
timely Guide to Help You Employ Disabled Veterans. 


Hardware Mutuals 


Stevens Point, Wis. * Owatonna, Minn. * Offices Coast to Coast 
Compensation, Automobile and other lines of non-assessable 


CASUALTY AND FIRE INSURANCE 











